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1. Introduction   
Money is an interesting social phenomenon. We call it such because money only 
has the value which we as a society have given it. Imagine for example that you wake up 
one day to find that the dead walk the earth to feast on the living. The streets are over-run 
by the living dead and the conventional societal institutions have collapsed. Just your 
average zombie apocalypse scenario. In this world money only retains the value of its 
physical form. The day before you might have been able to use that money to buy for 
example a machete. Today, that machete would still have been able to function as a 
machete. Its monetary equivalent sitting peacefully in your wallet is going to do nothing 
against the rampaging undead horde waiting for you outside the door except maybe 
provide a temporary distraction as you throw it in the air like confetti in a desperate 
attempt to escape. Even if you managed to make it into the same shop and the shopkeeper 
was somehow miraculously still alive there would be no reason for the shopkeeper to 
accept your money as having any value. This is because the societal structures needed to 
maintain this shared value of money have all collapsed. There is therefore no one to 
guarantee the money's value. If society goes so too goes money. 
The initial purpose of money was to serve as a means to enable and simplify 
barter. With barter you have to find a counterpart who is willing to take what you offer 
and, at the same time, offers what you need. Perhaps the first cut interfering the efficacy 
of barter was in post-primitive societies. Of course skill specialisation and division of 
labour lead to diverse desirable outcomes such as technological development or the 
cornerstone for growing wealth. But at the same time it decreases the probability of 
finding another person who offers the goods needed by one. The problem with bartering 
is first finding the respective person and second, since people barter products they 
manufactured by their own craft, that not all goods a person can offer are suitable for 
barter (see for instance a peasant. Such could barter with agricultural products but its 
perishability or the fact, that there is no need for these goods from a certain amount 
would exacerbate finding a counterpart). Third, the value persons are associating with 
goods may be different. Barter only comes about when the exchanged goods are 
equivalent. Additionally, another problem lies in trustworthiness of trade partners. 
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This case shows the shortcomings of barter and the need for a generalized – that 
means material and personal independent – medium of measuring value and enabling 
trade. The basic function of money is to help to overcome incommensurability and 
exchange incompatibilities. Dodd (1994: xxii-xxiii) highlights the efficiency of 
coordination of money: “The process of search and compromise necessary in barter is 
effectively performed by money rather than by transactors themselves”, it efficiently 
reduces transactions costs. Zelizer states, that “money was a key instrument in the 
rationalization of social life” (1989: 346). But when money is nothing more but a 
convenient tool, why do we give money such power and value? Because we place trust in 
the institutions which create and control money. Conventionally, this role is filled by 
governments and central banks. The value of the U.S. dollar is directly tied with the faith 
which the world has in the United States government, the Federal Reserve, and the U.S. 
Economy. While previously, these national currencies were predominantly backed by 
precious metals such as gold or silver they now predominantly take the form of fiat 
currencies. In very short terms, this means that these currencies have no intrinsic value. 
Most of this money is now digital, existing only as intangible computer code lacking even 
the negligible physical value of traditional paper, metal, or plastic manifestations of 
money. 
 Despite this, traditional currencies play a basic fundamental role in our 
lives. Our whole lives are defined by it. It is the means by which we sustain ourselves. 
We use it to provide food, shelter, and most of the other wants and needs of life. It is so 
tied up into how we set our value as people, that  one of the first questions asked in most 
interviews and questionnaires is “what is the annual income of your household?” We 
work our entire lives making sure we have enough money to provide for our basic needs 
and to ensure that we have enough of it by the time we're old enough to not be able or 
willing to work anymore. This culture of money is so ingrained in the way we live our 
lives that it is extremely difficult for us to imagine life without it without returning to the 
cumbersome process of trade and barter. We will therefore refer to these national 
currencies as “conventional currencies” due to their widespread use and acceptance. We 
will use the term “alternative currencies” to make a distinction to the former. This does 
not imply that an alternative might be a full supplement. “Alternative” here is used as to 
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contrast the sole money we have in our pockets. “Alternative” comprises many different 
currencies including community and cryptocurrencies.  
Conventional currencies have both supporters and critics. There are arguments 
surrounding the innate level of competition which they inspire, arguing that certain 
communities are left not able to realize their full productive potential due to the scarcity 
of money. Others are not fond of governments and financial institutions having such a 
key fundamental role in their daily lives.  Supporters argue that the scarcity of money 
drives competition, growth and therefore wealth and that a central controlling authority is 
required to maintain monetary stability. Critics state that through its scarcity money 
cannot function as an efficient means of exchange. Most criticism is based on an 
insurmountable discrepancy between different functions of money that is means of 
exchange, thus measure of value, store of value, unit of account and means of payment 
(Polanyi, 1968, cited in Leyshon & Thrift 1997: 6). One could also speak of a 
multiplication of virtues of money. Originally money was thought to be a means of 
barter. But through its inherent features money became also asset reservoir, object of 
speculation and revenue stream beyond its basic functions. 
As well, following the global financial crash of 2008 the global political economy 
has seen some drastic changes. There has been a greater trend towards questioning the 
conventional economic and financial structures which govern the conventional monetary 
and financial system. Revolts have been occurring worldwide as people have been 
allowing themselves to challenge institutions which were previously seen as 
undefeatable. Of course along with that comes a re-examination of the conventional 
currencies and the financial institutions which control them which have seemed so 
integral to our lives. Here, Bitcoin is leading the charge by offering a completely 
decentralized secure alternative to conventional currencies. We see therefore the 
importance of these currencies in the global political economy as that economy gets 
increasingly re-examined and challenged by ordinary people. 
 Alternatives have sprung up through time. This includes traditional 
alternative currencies which are predominantly local, such as local time-based currencies 
and local exchange trading systems (LETS). These currencies have been developed in 
order to boost local economies by supplying a means of barter when conventional money 
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was short in order to keep businesses able to run and people economically able to act. 
They cannot be widely exchanged for traditional national currencies, and obtain their 
value differently. Often they are based on the value assigned to one hour of labor. While 
they share many of the same functions as conventional currencies their use is not as 
widespread. They struggle with different issues when it comes to becoming accepted 
means of exchange within their specified geography. Their structure and development has 
created different ethics and incentives for their use when compared to conventional 
currencies.  
 In 2009 a new form of alternative currency appeared in the form of Bitcoin. 
Bitcoin is a digital cryptocurrency, the first of its kind upon which all other 
cryptocurrencies are based. This is a completely new method which has only recently 
been made possible with the development of the internet and public access to 
cryptography. Since its creation, it has gained tremendous traction and usage, rising from 
a value of around 13 dollars per Bitcoin at the beginning of this year to a current value of 
more than 1000dollars (Bitcoin Charts). Bitcoin has been a very controversial currency 
and has gained both faithful followers and suspicious detractors. This has led to a debate 
on the legality and the functionality of Bitcoin, most recently culminating in Bitcoin 
being brought as a subject before the Senate Committee on Homeland Security and 
Government Affairs. Other cryptocurrencies have risen since Bitcoin's introduction, 
though none have achieved the same level of use and controversy. 
 These are two very distinct alternatives to conventional currencies. Local 
community currencies focus on local development and can only be traded within a certain 
community. Cryptocurrencies are in contrast a global phenomenon, accessible to anyone 
with an internet connection and the time needed to gain an understanding of the workings 
of Bitcoin. In this paper, we hope to compare these two types of alternative currencies 
with conventional currencies and with each other to see how they function in the role of 
money and what similarities and differences there exist between these different 
approaches. We want to find out why people choose to use these alternatives as opposed 
to conventional currencies. We see this work with the underlying background of the 
global political economy. … First we take a look at recent literature on alternative 
currencies. Which questions have been answered so far? Where can we tie on? Second 
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we will analyze the relevant economic theories as to reflect and understand “money” 
itself and the conventional and alternative approaches and to draw implications of varied 
economic acting.  Third we seek to triangulate Bitcoin, Ithaca HOURS and conventional 
money. Finally we deduct results from the theoretical background and the comparison of 
the three currencies in the frame of the global political economy. Therewith we try to 
answer our research question: How do alternative currencies set themselves apart from 
conventional currencies? We also want to understand the underlying reasons for why this 
dichotomy of “conventional” and “alternative” currencies exists and how this relationship 
is being affected with the proliferation of these alternative currencies. Ultimately, we 
seek to see what role these currencies might have in the global political economy and 
international monetary scene, and how these two alternative approaches have managed to 
attain the level of legitimacy which they currently carry. 
The reason that we choose these two forms of alternative currencies is that we feel that 
while they are not trying to solve the same problems their methods and approaches can be 
compared in their respective successes at becoming an alternative to traditional 
currencies. We want to see what the similarities are between trying to succeed as an 
alternative currency when being formed and used locally and globally. We want to know 
what the different issues are with these approaches and how they can be solved. We hope 
to examine the prominent contemporary debates which surround each of these currencies. 
2. An introduction to currencies 
It is not objects that one is exchanging nor is one paying with gold (or anything similar 
rare and valuable). We use money. But what makes us accept money as a currency? The 
value that makes one accept money arises from its universal acknowledgement at all 
times. The value of money results from a tie to what is actually making the value, e. g. a 
limited natural resource, such as in the case of the gold standard, or through a market-
based structure ensuring faith in it as in the case of fiat currency. This usually involves a 
trust in the issuing authority of the currency, so that the value of a nation’s currency is 
bound with the trust people have in its central bank.  With local currencies, this is a 
process which develops through the community which creates the currency and its 
acceptance by local businesses. With a currency like Bitcoin, the value is completely 
linked to the market value of the currency due to there not being a central issuing 
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authority. There are differences within each system of how to determine the value of the 
currencies and the shocks each one can receive are directly tied to how that value is 
constructed. National currencies can crash in value if there is a sudden loss in trust in the 
nation’s government and its ability to pay its debts. Local currencies can crash with a 
failure of getting enough local businesses to accept and people to use it. And digital 
currencies can be extremely unstable during times of uncertainty in the currencies’ value. 
When one sees unpleasant circumstances occurring in politics or economics, 
problematization is much about different patterns of economic organisation but it is 
almost never questioned whether problems might be of a systemic nature. Perhaps the 
biggest and steadiest attribute of “modern systems” are the currencies that are seen as the 
petrol to run and the oil to lubricate the modern world. And one is taught by orthodox 
economists that one has to participate and that, with the right framework, this leads, in the 
end, to wealth. As North (2007: 1) puts it, “protest is far more likely to challenge the way 
the economy is organized and make moral claims about the validity of the way resources 
are allocated than to argue about the form or the nature of money”. We accept money as a 
given immutable fact. Therefore, North (2007) discusses the role of money. Since 
economy and money are inextricably linked together, both are rather seen as one thing. 
But money can be looked at isolated. 
Nevertheless, as we mentioned in the introduction, an authority is considered 
essential to a usable currency and to ensure that we can put trust into it. The origin leads 
us back to commodity money (Leyshon & Thrift 1997: 8-11). These are coins that 
contain a certain amount of precious metal, mostly silver or gold. Its scarcity and 
desirability makes it a general accepted means of exchange, mirroring the value of the 
purchased commodities.  Minters then created special procedures to ensure the quality of 
coins and to prevent fraud with forged coins (Dodd 1997: 8-11). Since that time, 
alternatives have popped up here and there but only a few have shown themselves to have 
the ability to become long-lived alternative currencies. As it appears from the mere 
economic perspective, “money emerged spontaneously from the market and will always 
work in ways that tend toward (Walrasian) market equilibrium – that is, efficient markets 
allocating resources in the optimal way, with prices finding their own level through 
market competition” (North 2007: 6). So money mirrors a relative value as an absolute 
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tool. Money is an established entity. This disagrees with our introducing finding, that 
money has the value we assign to it. For this project we assume a division for analytical 
reasons: On the one hand, we consider money in the realm of market, on the other hand, 
we reflect about its value. 
 
3. General introduction to community currencies 
Before we have a closer look at HOURS, we want to go into some more literature 
on different variations of alternative currencies. At first sight, one could assume that 
different perceptions of the cause of these economic or monetary dilemmas lead to 
different attempts of solving as there are diverse attempts to change respective standard 
thinking and acting and varied perceived outcomes. But in the end, there are few but 
grave causes and arguments to the emergence of an alternative mirroring in basic 
attributes all alternatives share. 
Local exchange trading schemes (LETS) for instance are local exchange networks 
which encourage people to trade their goods and services among themselves using a local 
currency (Williams 2001: 119). Participants list their offers and requests for goods and 
services with respective prices in a directory. Therewith entries are matched and provider 
and purchaser liaised. They agree the price. A receipt of the transaction is kept by the 
treasurer. The whole process is free of interest. LETS were created to counteract global 
developments causing isolation of economic weaker regions and obstructing local trade. 
As Seyfang (2006: 786) points out, LETS deliver substantial economic benefits by 
creating localized economic activity and providing opportunities for informal work and 
gaining skills. LETS also promote local suppliers of food and goods leading to reduction 
of the environmental footprint of local businesses.We assume that the emphasis on local 
trade encourages reuse (of second-hand articles) and efficient allocation of already 
present goods among members rather than buying “new stuff”. The fact that people are 
registered in a directory probably intensifies commitment and self-initiative through 
providing an official character and issuing a traceable record. Williams (2001) concludes 
that LETS are “most effective at providing a seedbed for self-employed business ventures 
and at providing reciprocal exchange networks so that people can engage in community 
self-help” (ibid.: 130). 
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Another example for such local organized system of exchange is a time bank 
system. This is similarly working with a central directory comprising members’ offered 
services. In contrast to LETS, time banks usually use a unit of account of one hour. When 
a person is in need of any service, he or she can search for the requested one in the 
directory, contact the provider and make an arrangement. After the service is 
accomplished, the demander is indebted and the provider is credited with the respective 
amount of time invested. They both can settle their invoice by demanding for respectively 
providing their respective services to any other member of the directory. Hereby, a strong 
network based on reciprocity emerges. “Not only does such a system recognize the value 
of each individual's time and utilize his or her skills, but it also enables the development 
and strengthening of ties between members of the [...] community” (Khromov 2011). In 
the strict sense time bank systems and barter systems are not actual currencies but they 
are likewise organizational tools for exchange. These systems bypass the need for money 
through directly (but mediated and temporal shiftable through a central directory) 
exchanging services and goods. We also take those into account because first they target 
the heart of money: exchange and second they are another way to circumvent the use of a 
conventional currency.  
Naturally, with the circumstances surrounding the study of money one first thinks 
of pure economic considerations. But linked to money is of course also everything 
revolving around working life. Are there generalizable attributes to diverse events in 
working life that could be reasonably reconsidered under the aspect of a different 
payment method? Seyfang (e. g. 2001) for instance argues that getting away from the 
standard economic doctrine would contribute to the increasingly more necessary 
consideration of gender issues. Traditionally women’s work, as it is seen from a 
conservative perspective and therein the usual division of labour in households is child-
caring, housekeeping but extends to a broader field with social commune activities, 
friendly turns or neighbourhood support. These are mostly voluntary activities that appear 
not of value because they are not paid. As per Henderson (1995) Seyfang even argues 
that as a result women were forced into formal employment which undermines “the basis 
of functioning, healthy societies” (2001: 60). Alternative currencies, especially local and 
time based ones would naturally target such stipulations and reward jobs that were unpaid 
before or even not considered as proper jobs. This sort of work, although not paid with 
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money, can thus be seen as informal employment of high social interest and hence is 
disproportionate few credited. Alternative currencies can help to overcome gender 
inequalities concerning wages and status of work. This issue is also addressed by Zelizer 
(e. g. 1989). Special money for distinct purposes could serve as gender equalizing tools. 
One of the aspects of money is that it usually flows where it generates the most 
profit. Despite its objective it is thus not necessarily located where it is needed. 
Obviously, by still having a method of paying through a community currency when 
conventional currencies have withdrawn allows for trade to be obtained. Or as Seyfang 
puts it: “In places where conventional money is short supply, community currencies can 
enable them to gain access to goods and services they could not afford to buy with cash” 
(2001: 62). Another issue alternative currencies could amend is unemployment. 
Deconstructing the term “unemployment” yields not less than the mere fact, that a person 
doesn’t possess a contract which guarantees a wage for his or her services provided. 
Both, contract and wage are entities bound to the conventional economic system. By all 
means “unemployment” doesn’t say this person is unskilled or unable to work. With 
accepting an alternative to regular money these groups of people could re-enter the labour 
market and effectively contribute to communal wealth (ibid). 
2.1. Ithaca HOURS 
Ithaca is a small city in the US state of New York with 30,000 residents. In 2004 
Ithaca was ranked number one cities “emerging as great places to live” (Minzesheimer 
2004). It seems to be a city to meet the requirements for an alternative movement. In 
Ithaca, 25% of the population are students. Also, it lies in the northeast US industrial 
heartland. Ithaca mostly offers manufacturing work in the industry and is therefore prone 
to unemployment through technological progress and migration of labor to low-labor-cost 
countries such as Mexico or China. Thus, Ithaca was hit hard by the 1991 recession. 
Ithaca brings along the cognitive capital, a progress and change oriented citizenry and the 
economic circumstances motivating to run an alternative currency (Jacob, Brinkerhoff, 
Jovie & Wheatley: 2004b). 
Ithaca HOURS were the first regional currency in the United States (Khromov 
2011). It was issued in 1991 to counteract economic shortcomings as a result of the first 
Gulf War recession. “HOURS were devised as a tool t
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federal and state level to the local level” (ibid.). In the mid-1990s Ithaca HOURS reached 
their peak in usage. 2000 Ithaca area residents used HOURS as a paying method and 
around 300 businesses accepted it (Jacob et al. 2004b: 44). Paul Glover, the founder of 
Ithaca HOURS states: "In 1991, a lot of people in Ithaca who had talent and time were 
not being used by the formal economy, and [Ithaca Hours] and the trading directory 
created a network that welcomed their skill. […] People were either unemployed, 
underemployed or malemployed. They had skills and passions they wanted to convert 
into livelihood, and while the classified ads and major employers didn't care about their 
special skills and passions, the Ithaca Hours network celebrated them" (interviewed by 
Khromov 2011). Ithaca HOURS are issued to every prospect when he or she declares to 
accept HOURS as a currency. One can list up in the HOURS directory and if so one can 
purchase two HOURS for $20. Every year people can buy another two HOURS. In this 
way, Ithaca keeps the amount of money flowing stable and increases per capita supply of 
money at the same time (Glover, no date). According to Paul Glover (no date), Ithaca 
HOURS has following virtues: 
1. HOURS expand the local money supply 
2. HOURS promote and expand local shopping, with an endless multiplier 
3. HOURS double the local minimum wage to $10.00, benefitting not only workers 
but businesses as well, who find new and loyal customers. 
4. HOURS enable shoppers to afford premium prices for locally-crafted goods and 
for locally-grown organic food. 
5. HOURS help start new businesses and jobs 
6. HOURS reduce dependence on imports and transport fuels 
7. HOURS make grants to nonprofit community organizations 
8. HOURS make zero-interest loans 
9. HOURS stimulate community pride 
Glover argues that they started HOURS because they saw how the conventional U.S. 
dollar would leave the local economy as soon as it had entered. He argues that the U.S. 
dollar makes them more dependant on conventional financial markets. In contrast, he 
states that HOURS reinforces an ethic towards sustainable and accountable community 
trading.(ibid.) His conviction is obviously rooted in strong ideological arguments. The 
fact that he puts so much emphasis on community along with the aforementioned virtues 
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shows the great framework of HOURS motivation, the creation of a practical link 
between local, autonomous acting and global outcomes. One can easily see his attempt to 
focus on and act within the local but having in mind a holistic idea of sustainability. 
2.2. HOURS in practice 
But how much do such noble motives appear in practice? To find out, Jacob et al. 
(2004b) interviewed 42 of the most active HOURS users in 2002. As it is to expect of a 
university and college town like Ithaca, the vast majority shows high educational 
attainment, however, two thirds of households show below average income (ibid.: 46). 
The average time of commitment amounts to eight years which shows a solid base of 
participants compared to the eleven years since the start of Ithaca HOURS (ibid.: 47), the 
average HOURS user has a preference for green politics and “is no stranger to political 
and environmental activism” (ibid.: 45). About the economic factors of habits of usage, 
Jacob et al. state the following: 54.8 per cent say that HOURS is part of their primary 
income, 68.3 per cent state that they make use of HOURS as a business. An average of 
$350 was spent and $300 was earned in 2001. The fact, that there is spent more than 
earned suggests that statements about participants’ motivation, founding reason and the 
general notion with this movement is applicable and indeed about supporting local 
economy. The highest amount spent and earned that was asked is “more than $2000”. 
14.6 per cent stated that, all were businesses. Most HOURS were earned in the lowest 
income group “$0-$100” (ibid.: 47-49). This seems quite a positive circumstance. But on 
the contrary, “half of the sample estimated 4 or less transactions in a typical month”, 
whereas 27.5 per cent do more than 15 transactions per average month (ibid.: 49). The 
sample seems not to be distributed consistently, the majority with very few activity and 
the minority with all the more transaction. This further supports the notion of activists, 
special interest groups and the like. 
We can find two interesting details here. First, the highest amounts dealt with 
HOURS are all accomplished by business and second, the lowest income group earns 
distinctly more than they spend and they earn most relative to their expenses compared to 
other income groups. This absolutely supports our assumptions that business plays a 
major role in keeping HOURS in flow and ensuring the economic multiplier effect and 
that HOURS have a tendency to support the economically disadvantaged. The latter, 
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however, is more an interpretation. Jacob et al. asked “to estimate the value of HOURS in 
dollars they both earned and spent over the past year” (ibid.: 48). This variable is first an 
aggregate and second it is estimated HOURS. To deduct the nexus of usage and income 
status the report of dollar income and a division between earnings and expenses was 
desirable. But still, we can view this as a supporting indicator of “providing for the 
poorer.” As Jacob et al. (ibid.: 48-49) assess critically for this part, the spending/earning 
relation might be due to winning HOURS through sign-up and not being able to spend 
them. Furthermore, for businesses, that as a rule have business relations to ones that do 
not accept HOURS, it might appear rather inefficient to make much use of HOURS 
whereas HOURS are not even returnable into US dollars. Businesses ought to have the 
ability to run their day-to-day management exclusively with HOURS to match the ideals. 
This therefore entails one’s entire business connection within the HOURS accepting 
network. This seems rather unlikely. Further, Jacob et al. assess the community 
experience given through HOURS. A great majority states, that the more non-
instrumental dimensions “Improve Quality of Life” and “Help People” are key motives of 
participating. They describe it as “seeing one’s work as the expression of one’s unique 
talents in the service of community, rather than as the simple equation of job and 
maximizing earnings” (ibid. 2004a: 31) 
Still, the initial reason to the creation of HOURS was to have exchange 
advantages. As they point out, less than 41 per cent “see HOURS as allowing them to 
make purchases that they otherwise would not be able to afford”, which is a “significant 
minority”. On the other hand, 76.4 per cent of the interviewees state that HOURS are 
attracting new customers, that they first employ skills that they would not without 
HOURS (35.7 per cent) and second that they are encouraged to develop new skills (42.8 
per cent) (ibid. 2004b: 51-2). All this suggests the participant’s loyalty to the principles of 
a local currency in general embodying not only financial capital but also social, symbolic, 
personal and cultural one (ibid.: 53). Jacob et al. finally describe the HOURS’ current 
situation. HOURS struggle to remain a viable currency within a “big-box, chain store 
economy”. HOURS are held together by few activists dedicated to the HOURS principles 
(ibid.: 53). HOURS as a fiat currency has no actual intrinsic value, but its value is created 
through the acceptance of HOURS’ value by the members of the HOURS  network and 
their trust in that network. As well, the user’s connection to the Ithaca community helps 
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provide incentive to adopt the currency. It seems obvious that one is far more likely to be 
able to keep up trust when one’s reference framework is straightforward and 
autonomously manageable. In the aforementioned study, the sample contained 42 
subjects out of the 120 most active out of a list of 800 listers were interviewed (ibid.: 44), 
so it is everything but representative. Nonetheless, Jacob et al. still find results that are 
not too convincing for the proposed benefits. 
But how is the situation today? Ithaca implemented a LETS and a time bank to 
reinforce commitment to the local also without using HOURS (Khromov 2011). As 
Khromov points out, the heart of the functioning of HOURS are the businesses which 
adopt it. Therefore,  Ithaca founded a local business alliance embedded in the broader 
North American Business Alliance for Local Living Economies (BALLE). The primary 
purpose is to incentivize businesses to use the local currencies and counselling in a 
network of like-minded activists. A proponent of HOURS boils it down: “The 
development of Ithaca Hours to their full potential requires a clear vision and strong 
character of the community. At its outset, such an investment requires high cost and 
provides low return. However, as it gains momentum and popular support, the cost goes 
down and the return goes up. It is at the crucial time before and after return surpasses cost 
that strong vision and firm character are essential to pull the effort through an inevitable 
period of popular doubt. It happened in the early 90s, and it can happen again.” 
(Khromov 2011) 
 
 
2.3. Different Theories on Currencies 
 In the following chapters, we will describe and outline the economic 
theories which we hope to utilize in our analysis. We begin with a quick introduction to 
some of the basic requirements and assumptions set by so-called “Orthodox Economic 
Theories”. These are the mainstream economic theories which have created and 
supported what is now the conventional economic, financial, and monetary system. The 
two most prominent examples are classical and neoclassical economics. These two 
economic schools have been the dominant ones within the anglosphere for a long time. 
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Other schools of economic thought which either disagreed completely or just believed 
that economics could be examined from outside of the assumptions of orthodox 
economics are labelled “heterodox” due to their deviance from the “conventional 
economic wisdom.” Since orthodox economists often assume that the conventional 
structures are the best ones which others should strive to become, we think that their 
theories should not provide the main basis for the comparison of two currencies which 
proudly place themselves outside the conventional economic structure. However, they 
can provide an important base on understanding how money is conceptualized in 
mainstream culture. 
2.3.1 Orthodox Monetary Economics 
 The orthodox economic framework surrounding classical and neoclassical 
economics has been able to continue pretty strongly for most of its existence despite 
crashes such as The Great Depression trying their best to disrupt it. However through the 
current crisis these orthodox beliefs have received quite the beating. For example, the 
austerity policies which have been so promoted by market ideologues have resulted in 
immense backlash, especially within the European Union. In general, the orthodox 
economic school is having trouble proving its relevance to a populace which sees 
orthodox economics increasingly as a tool to allow the hoarding of money by the richest 
society members. The unwillingness of orthodox economists to examine the assumptions 
which their theories are based on or their position that their theories were universal has in 
many ways forced its ongoing slide into irrelevance. For example, here we are using 
orthodox economic theory primarily as a base comparison based on the orthodox 
economic rationalities and assumptions which lie behind conventional currencies. We do 
this precisely because we find orthodox economic theory ill-equipped in dealing with 
economic alternatives. This is due to the hubris which can arise once a group or 
individual gains the label of “orthodox.” 
 One of the classic orthodox texts on the function of money is William 
Stanley Jevons’ Money and the Mechanism of Exchange which was released in 1875. In 
it, he outlines four different functions of money. These functions are as a medium of 
exchange, a common measure of value, a standard of value, and a store of value. These 
four functions have remained as the main way in which people will measure a currency’s 
function as money with the only difference being that some will absorb the standard of 
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value function into the other functions and thus not consider a relevant single function. 
For the purposes of our paper we will not do so. We want to keep each of these four 
functions separate so as to give the clearest view of how these currencies function as 
money according to the most basic requirements of the orthodox economic system. 
Jevons describes these functions as following a linear development of money from the 
first to the last function. In his view then money starts off purely as a medium of 
exchange. As different commodities compete as mediums of exchange Jevons argues that 
one will be seen as the best for the job. Then as people get more and more used to dealing 
with the value of items according to this single commodity the money then gains a 
common measure of value. Money later gains its function as a standard of value as people 
begin to need a stable and standard commodity for contracting debt. In other words 
money becomes the measure through which the value of future payments will be 
controlled. Finally, as the money gains access to a larger world, it must then attain its 
function as a store of value. (Jevons, W.S. 1875) 
 We believe that creating a base comparison based on these four functions 
will give a good preliminary image of each currency’s compatibility with the 
conventional monetary structure. We can then further explore these currencies using 
heterodox theories which will hopefully give us a more complete and nuanced image of 
the currencies’ role in the global political economy. 
 Inflation is the sustained increase in the general price level within an 
economy. Whenever money has been used to facilitate human transactions, inflation has 
popped its head up. This leads to people needing more of a currency in order to buy any 
random good or service. This leads to a call for increased wages and more currency with 
which to trade. Both of these things end up creating inflation. We therefore already begin 
to see the complex nature of inflation here. This is further complicated by the fact that 
there is an opposite force, deflation, which is the sustained decrease in the general price 
level within an economy. Both of these forms are controversial. Inflation, if maintained at 
a low and stable level, allows for the sustained growth of the economy. If it runs rampant 
it can lead to hyperinflation causing the currency to become effectively worthless. 
Deflation on the other hand is a different beast entirely. It encourages people to hoard 
their money. Why spend it now when it will be worth more tomorrow? This leads to a 
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situation where people only purchase goods and services when absolutely necessary, in 
effect freezing up large parts of the economy. The controlling effect which inflation can 
have on an economy makes it a primary concern for anyone issuing currency. 
 Orthodox economics has primarily conceptualized inflation through the 
quantity theory on money. This is a theory which basically states that the supply of 
money is directly proportional to price level. Then along came John Maynard Keynes 
who suggested that demand was just as important a factor. (Keynes, J.M. 1936 chapter 
21) From this, different models on inflation have arisen. As we examined them further 
though we discovered that we could not really find a model suitable for our needs in our 
comparative research. This is due to the fact that almost all of them include 
unemployment due to the relationship between inflation and unemployment in the 
conventional currency markets. This ultimately makes them useless for examining 
Bitcoin as there is no Bitcoin unemployment as far as we know of. This is because people 
are still mostly receiving their wages and transferring money with conventional 
currencies. Therefore we will have to compare the currencies purely on discourse in this 
aspect.  
2.4.1 Marxist and Sociological Views on Currencies 
After our previous discussions of some of the relevant orthodox economic 
theories and some of the underlying concepts used by the conventional monetary regime  
and to have insight into the backgrounds of alternative currency movements, we briefly 
want to outline the whole from a Marxist perspective. The reason is that orthodox 
economic theories have a relatively deterministic view of individuals and conditions. 
They assume self-interested individuals maximizing gain and that those act in invariable 
surroundings. The conception of the world is therefore that of an absolute sphere. They 
also further assume a state that is protecting people and in the first place creating the 
possibility that people can pursue their goals. All that is organized on and by a market. 
Thus this implies and requires acceptance and commitment to the prevailing paradigm. 
This is fairly the view we usually learn and we implicitly accept as undeniable truth, 
experienced as nature of things. However, this is an example par excellence for 
contingency, that is, that given circumstances occur although they do not necessarily 
occur this way. It could be any other circumstances instead. This manifestation of statist 
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and economic patterns, one might call that capitalism, that appear to be principal in 
modernity is to a greater degree historically produced and thus path dependent. We 
contest orthodox theories that see these patterns with their link to money, although they 
might be functional and efficient, as naturally and “functionally necessary” (Dodd 1994: 
35). As a result of the orthodox approach (although its proponents would of course deny 
that) people are dominated by an authority which is the state, the executive agent of 
capitalism. People’s lives and decisions can only take place within the borders the state 
sets and regulates and only in that degree the state allows. In addition, it is inherent to 
Marxist perspectives to see a disguising of these situations by capitalism. 
In our case of alternative currencies we discover similar patterns of organizational 
forms of the political as Marx did. Marx revealed an economic dualism of capitalist and 
laborer, politics is meant to maintain and intensify this exploitative relationship. We 
contend that this relationship is appropriate nowadays. Moreover, we argue that there is 
not exactly such exploitative relationship with alternative currencies but respective 
suppressive patterns yet appear to prevent variability and thus the emergence of 
alternative forms of livelihood to maintain the old order. Consequently, we transfer 
Marxist assumptions concerning imposition of capitalist ruled life world and ability to 
social self-determination on our currency issue. A second reason to interpret and analyze 
through Marxist glasses is also that currency activists themselves perhaps might have a 
Marxist view on the world. We assume a correlation between motives to participate in an 
alternative currency and at least an implicit awareness of Marx’ message. 
According to Rupert (2007: 150), Marx saw humans as material and social beings. 
They had to “engage in some kind of productive interchange” with nature and due to their 
characteristics as social beings they would organize this in social interaction. Humans can 
create and remake themselves and their world. As (Neo-) Marxists would argue now, 
humans can do such only theoretically, the awareness of their creative potential was 
skewed by capitalist ideology. And it seems that the great paradigm of the self-interested 
maximizer is exactly a main theme in this. “On this view, humans may be collectively 
capable of recreating their world, their work and themselves in new and better ways, but 
only if we think critically about, and practically to change, those historically peculiar 
social relations which encourage us to think and act as socially disempowered, narrowly 
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self-interested individuals” (idid.). But people are rather passively accepting instead of 
actively creating.  As a result of the historical development in which productive means 
have become the private property of some, namely capitalists, to earn their livelihood 
people were compelled to sell their labour power to them and as a result they became 
entirely dependent. Hence their working power became a commodity itself which was 
traded on a market. As the provider of working power does not trade his such once but 
for an indefinite period, he becomes a commodity himself and a slave (Marx 1972: 181-
185). The capitalist however uses money to purchase working power. That is 
transforming goods by adding value by the worker. The result is a good with surplus 
value that is exchanged on the market. The worker is paid according to his performance 
in transforming goods, but without considering how much surplus he gained. So the 
capitalist pockets this surplus as profit, the worker is exploited for the difference in 
surplus value minus labor value. When we tie previous thoughts together we can argue 
that “capitalism is disabling insofar as this way of organizing social life distorts and 
obscures real historical possibilities for social self-determination” (Rupert, 2007: 152). 
We now want to quickly dive into Marx’ distinction between different kinds of 
values because naturally, value is the key attribute of everything linked to money. First 
there is the utility value of a commodity, that is, the subjective functionality or 
usefulness. When exchanging two commodities in barter the involved parties face the 
problem of estimating the value. The more widely-accepted a commodity is in barter the 
higher the exchange value. Therefore, commodities show a dual nature, being a utility 
value as well as an exchange value (Marx 1972). As mentioned previously, there is the 
necessity of a tool to quantify value and enable exchange. Money which is “reductively 
defined as the ultimate objectifier, homogenizing all qualitative distinctions into an 
abstract quantity” (Zelizer 1989: 342), is such an instrument. Hence, it replaces 
qualitative features with quantitative ones, and, as it is not more than a quantity, with 
itself. Quality is in the eye of the beholder but quantity is measurable and clearly evident 
to everyone. So money abstracts from subjective perception of the quality of things. 
Hence, money cannot take usefulness or functionality into account as this is subjective 
and unique to a specific situation. We do not exaggerate by claiming that the use of 
money abolishes qualitative features in the end (cf. Leyshon and Thrift 1997: 34).  
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We should not overlook that one exchange of one good between two partners is 
quite a bit more complex than it seems on the surface. Money enables trade partners to 
find each other through the price mechanism. To money, it does not matter who uses it 
and it does not matter to users from whom they get it. It is thus at its core impersonal and 
eliminates social restrictions. It detaches trade partners and their commodity from any 
context and hence reduces complexity as well in so far that after trade no obligations are 
left (North 2007: 20-1). Even so, money permits an enormous degree of liberation and 
independence. Exactly through the above mentioned attributes money means 
emancipation from social ties (Frankel 1977, cited in ibid.: 36) but also from material 
ones. Its general and increasing virtualization and the possibility to raise credit reinforces 
these arguments. Orthodox theorists would argue here in favor of these developments and 
would argue that  contemporary currency creates profits as it reduces effort, enables 
investment, relates between solvency and due payments and overcomes temporal and 
spatial differences. But, as we claim, eventually and paradoxically,  liberation through 
money often leads us into deeper dependence and bondage. Money is omnipresent and 
appears omnipotent. Frankel (1977: 14, cited in ibid.) declares an interruption between us 
and qualities of things through money as mediator. We sense things through money 
which cannot regard unique and genuine spirit of them. To summarize we use Simmel 
(1978: 256) who boiled it down: “the more money becomes the sole centre of interest, the 
more one discovers that honour and conviction, talent and virtue, beauty and salvation of 
the soul are exchanged against money” (cited in Leyshon and Thrift 1997: 37). We agree 
with an noticeable dualism of money on the one hand and the positive things making life 
worth living which are distorted or eliminated by money on the other hand. While we 
agree with Simmel’s central point surrounding the sale of one’s ideals in a fanatical 
pursuit of money we disagree with his notion that the individual would be likely to fully 
discover this sale. Perception and the ability to “discover” are deluded by money. It 
changes the ways we see things and moreover leads to an altered view on us and itself. 
Therefore Zelizer (1989) distinguishes special money for certain purposes to leave the 
paradigm of mere utilitarian money. 
Hence, we think money is more than a mere economic tool because it makes 
something with us. Since money has universal power that places it over every other 
commodity, it passes this power to its holder. Money is not a mere tool anymore, it is the 
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only goal, pure self purpose and the pursuit of money becomes a religion. People develop 
a fetish for money and its accumulation. (North 2007: 10). Therefore the capitalist 
production mode intensifies and rationalizes its methods, not to produce goods of 
use/value but rather to produce goods to solely sell them to gain more surplus; to shovel 
in more money. Consumption is thus not using a good up but rather a way to realize 
profit (Clarke 1988: 101-2, cited in Leyshon and Thrift 1997: 45). Since capitalists stay 
true to their god and workers do not figure it out, a vicious circle emerges that might 
continue running towards a possible demise.  
Leyshon and Thrift (1997: 55) argue that classical economics is mostly concerned 
about production, hence money must be linked with goods and that money ultimately had 
to be commodity money. But since “the rise of the state and state money, the growth of 
credit, the decline of gold and the greater role of the financial system in the world 
economy, the explosion of fictitious capital through a system of virtual money” (ibid.), 
money is no longer commodity money (that was of  course not in the form of coins but in 
the form of  bullions in bank vaults). But why should money be commodity money in the 
first place and how is it connected with production and goods? Some argue that it is 
necessary that money has some intrinsic value. In present days money is fiat money, the 
tie to gold is nullified. As well, only a small percentage of the money supply is said to 
exist as physical manifestations of money such as bills or coins. The rest is stored 
digitally by banks. Nonetheless, one could argue that modern currencies are still 
commodity money because they are tied to peoples’ working power, which, as Marx 
would say, is a commodity in and of itself. 
To derive some more arguments for alternatives, we briefly want to go into Hayek 
(1990: 28). He contends that conventional money shows defects that are inherent to all 
monopolies. “One must use their product even if it is unsatisfactory, and, above all, it 
prevents the discovery of better methods of satisfying a need for which a monopolist has 
no incentive”. Inherent to alternative attempts is the satisfying of a certain need, creators 
of such however have an incentive through making it become an acknowledged and most 
functional one. Interestingly, Hayek is quite in line with Marx in the parts of his 
argumentation concerning the imposition of statist authority. He notes that the state uses 
his exclusive power to exploit and defraud people to his own favor (1990: 33). Taking up 
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on North’s argumentation (2007: 8) that money represents a commodity which is created 
by working power to gain a surplus by extracting it from working people, money works 
in favour of capital. Therefore it will not facilitate its elimination. Therefore we argue, 
that the prevailing ideology surrounding money cannot be changed or eliminated within 
its own logic. It can only be accomplished with another, external factor challenging the 
conventional system, possibly in the form of an alternative currency.  
2.5.1 Other heterodox economic ideologies of interest 
Austrian Economics 
Some economic disciplines and ideologies apply a very narrow image of human 
beings. Humans lack the cognitive capacity to efficiently find, select, process and 
coordinate relevant sets of information to organize their livelihood. Above, they are not 
adequately performing on decision making  and organizing socially. Due to very limited 
capacity humans shall focus on a very limited set of factors to organize their livelihood. 
As a result of this paradigm humans are egoists trying to maximize their utilities. 
According to Hayek (1990), a market then emerges as the prevailing organizational 
pattern. Markets are not technically superior to any other form of organization, but they 
functionally compensate humans’ shortcomings and are thus “the unintended 
consequence of the rational actions of individuals” (Dodd 1994: 36).  
As Dodd points out, Hayek saw a “fundamental conflict of interests” in the role of 
the state both as political authority and monetary administrator. Central banking and the 
monopoly over money would reduce incentives to act economically and shield inept 
governments (ibid.: 37). Issuing new money could help to solve monetary problems. The 
government’s prerogative of making money and its generalisation is a construction Hayek 
(1990) reveals. He wonders why a government monopoly of the provision of money is 
universally regarded as indispensable. He promotes differentiation and privatization of 
currencies, that is, every bank should run their own money. Competition between 
different currencies, as he illustrates, would lead to an evolutionary process that 
optimizes currencies’ virtues (cf. North 2007: 17). This would also lead to a reduction of 
connectedness between banks that is maximal with all banks using one currency. Hence, 
“the failure of one bank need not lead to the failure of the entire system” (Dodd 1994: 
37). On the contrary, one single currency solves the same problems money itself does. 
Generally, it reduces transaction costs. Also, as orthodox economists always highlight, 
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one currency and its general acceptance provides the basis for a functioning market that 
allocates goods efficiently and increases wealth. 
The public acceptance of the incontrovertible justification of the state’s 
prerogative can be traced back to the fact that the use of money as it was merely coins is 
highly efficient but thus requires a sort of guarantee that the content of precious metal is 
adequately high. Back then, it was the scarce metal of the coins that was the value, not 
the coins itself. Acceptance of these coins hence implies that they could not be forged. It 
is a remnant of medieval minters and the first monetary authorities gaining legitimacy 
and maintaining the notion of money as an invention that results in the current 
widespread societal belief that money has to be issued by the state (ibid.: 37). 
4. Research Design 
The underlying problem which we aim to focus on here is the dichotomy between 
conventional and alternative currencies. Amongst large percentages of the population, the 
belief remains that conventional currencies are the only legit currency in the global 
political economy. Alternative currencies are sometimes brushed aside as oddities or 
mere patches used to correct some of the failings of the conventional monetary system. 
Others promote the use of these alternative currencies, as practical tools which provide 
their own specific function and work as complements to the conventional monetary 
system to improve it and fix some of its perceived failings. We want to see the dynamics 
of how alternative currencies interact with other currencies and how the local approach of 
community currencies differ from the global approach of cryptocurrencies. 
 We have selected this issue for many reasons, but the primary reason is that 
of the economic dialogue which has arisen following the 2008 financial crash. Following 
said crash the dialogue around economics and the financial system has increasingly 
moved towards challenging the basic assumptions and knowledge of conventional 
economic theory. The rise of movements such as Occupy has led to an increased 
questioning of some of the fundamental assumptions which have been made on how 
society should and does function. We feel that with this should follow a discussion on the 
fundamental principles of conventional currencies and their continued role in the global 
political economy. We feel that the best way to do this is to compare it with alternatives, 
  
 
 
27 
 
 
both new and old, in order to gain better understanding of how these different currencies 
can be beneficial in a post-crisis world. 
We hypothesize that although crypto- and community currencies are currently 
considered “alternatives” to a “conventional” form of currency they will instead become 
competing or complementary currencies with their increased use and the spread of 
information about it. This is due to the transformation which our current economy is 
undertaking in which the conventional financial and governmental structures cannot 
alone be held responsible for the future economic development of mankind. We are fairly 
certain that the way in which these different alternatives interact with the conventional 
monetary system is such that it helps cover gaps in the function of conventional 
currencies. We expect as well to be able to identify possible areas of interest for the 
further study of these alternatives, especially when it comes to the future proliferation and 
development of cryptocurrencies. 
 The time frame which we will primarily try to examine is the period from 
2009 to the present day. The primary reason for this is the fact that cryptocurrencies did 
not exist before this time, as Bitcoin is the first currency of its kind and was introduced in 
2009. We also hope from this to be able to see specifically what these alternatives 
provide in a post-crisis world and sticking to this time frame will help us isolate these 
effects. 
 For local currencies, we have chosen to focus on Ithaca HOURS, a 
community currency introduced in 1991. The primary reason for this is that it is the 
largest and oldest community currency currently running in the United States. It is 
therefore fairly well studied, and we are confident that with it we can find the relevant 
information in journal articles and books. Over the course of the crisis a reconsideration 
of Marxist ideas and critique on capitalism was noticeable to define recent discourses. 
One of the points made in this discursive sphere is the divergence from economic 
rationales and social benefits. To put it crudely, one could state that money or capitalism 
does not care for people but rather itself. This gives us another reason to consider 
HOURS since its supporters always stress the social dimension of its usage (Mascornick 
2007, Jacob et al. 2004).  As HOURS use banknotes, habits of use are close to the ones 
with conventional money. We considered other options, but found several problems with 
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them. For example, we had wanted to look into LETS, but uncertainty arose in trying to 
find a specific LETS which to use and in which we could find sufficient information on 
its specific case as opposed to general information on the use and implementation of 
LETS. Moreover, we think that with LETS the focus and practical goal is exchange and 
trade which can occur directly without need for a facilitating tool depending on the 
specific form, whereas Ithaca HOURS and Bitcoin target the direct use of a medium, that 
is why they also correspond with conventional currencies. As well, as I will point out 
later, much of the current debate and news surrounding Bitcoin and cryptocurrencies are 
written from an American perspective so we feel it helps to use a local currency that has 
been developed with an American client base in mind. When it comes to the question of 
the role of these local currencies in the global political economy, we may draw from 
examples set in different contexts such as local currencies being used to promote local 
development in developing nations. However these will serve only as a minor supplement 
so as to retain our focus on HOURS. 
 There are certain disadvantages which arise when looking at Ithaca 
HOURS. The first one we noticed was that certain articles refer to a decrease in use of 
HOURS in recent years, with certain businesses abandoning the currency as they receive 
much more of the currency than they can efficiently use. This has especially been 
attributed to the departure of Paul Glover, the founder of HOURS, from Ithaca. He was 
the grassroots activist and served as both a dedicated networker for the currency and took 
on the role of troubleshooter as he would work with businesses to review their options in 
how to spend their backlog of HOURS. This has led to some discussion within the Ithaca 
community on how to reinvigorate the local currency (Khromov  2011). We have to 
mention, that there are no recent information sources on HOURS; the latest news paper 
article is from 2011, the latest scholarly articles published on Ithaca HOURS are from 
2004. Entities or conditions that are shaped by ideologies in such a degree are always 
prone to a lot of biases and distortions. That is the reason why we want to draw our 
findings only from newspapers and scientific literature as to not be biased by overly 
supportive or refusing people and to have a certain degree of reliability. But to be able to 
take up a more coherent and holistic perspective we intend to contact Ithaca businesses to 
comment the current attitude on HOURS. 
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 With cryptocurrencies we have decided to focus our study on Bitcoin. The 
main reason for this choice is that Bitcoin is the oldest and largest cryptocurrency at the 
current time. It is the blueprint upon which all other cryptocurrencies are based. It has 
also been the main focal point of the debate surrounding these new currencies, and while 
most journal articles on the subject of Bitcoin come from the computer sciences, there is 
a huge trove of news articles on Bitcoin due to its increasing popularity and the 
controversy surrounding it. This is not as true when looking at other cryptocurrencies, 
and most news articles which mentions them seem to be comparing them to Bitcoin. This 
makes Bitcoin the easiest to research and also gives a good baseline for similar studies 
into cryptocurrencies which might be done in the future. 
 Due to Bitcoin being a fairly new development which has until recently 
remained a technological curiosity, conventional academic literature on the subject is 
limited. What is there is limited mostly to computer science. One of the few journal 
articles on Bitcoin we found outside of computer science and cryptography was Robert 
Stokes’ article Virtual Money Laundering which was published in Information & 
Communications Technology Law in 2012. One area in which we found lots of 
promising literature is that surrounding Bitcoin’s ideologic background. This was true to 
a much greater extent for the open source software movement than for the cypherpunk 
movement. We however did not delve too much into academic research on either subject, 
focusing instead on books written on the history of each movement and original 
published material from some of the main proponents of each. The reason we do this is 
that we are only interested in the history of these movements and how that has influenced 
Bitcoin’s development. In order to keep that focus we must not get lost in endless reading 
on how these two ideologies could potentially change the world. Such is definitely the 
case with the open source software movement as its principles are applied in both books 
and journals to a high variety of disciplines. 
Due to the lack of academic literature on Bitcoin we will be relying mostly on 
online newspaper articles which discuss Bitcoin. While we have kept ourselves up to date 
throughout the entire period of writing this paper, we have decided to use the most recent 
articles we could find which dealt with each aspect of Bitcoin which we examine. The 
reason for this is two-fold. One, this assures us that the information we are relying on is 
as current and up-to-date as possible. Two, this allows us to be able to update our paper 
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accordingly as new information and developments come to light. Also, since Bitcoin has 
only recently spread beyond a core group of technology enthusiasts, we as well rely on 
several articles written in independent online publications such as blogs. This is because 
we feel that in some cases online publications can be more reliable on the subject of 
online developments and transformations in the digital world. Especially we find that 
these online publications are more willing to approach the issue from different angles. 
One prime example of this is our use of information from Ars Technica, an online 
publication dedicated to new technological innovations. While starting off as a simple 
technology news service with minimal commentary on stories published elsewhere, Ars 
Technica later developed into a trusted source on technological matters. They currently 
serve as a hybrid form of online newspaper, blog, and academic journal due to the 
differing length and depth of Ars Technica’s published content. We try to evaluate other 
online publications by the same standard, although sometimes that is difficult. For the 
literature on Bitcoin we have tried to make sure that all the writings which we use are 
valid in their specific use in our text. We try to utilize both primary and secondary 
sources in a way which helps gain an overview of the currency one would not get from 
secondary sources. We have also placed some of the most important documents 
pertaining to Bitcoin into the appendix. Our hope is that these documents will aid in your 
understanding of the function and ideology of Bitcoin. 
 We know that this discrepancy between the two currencies over the 
differences in sources are not an ideal condition for a comparison but it is necessary to 
accept since research on Bitcoin is just beginning. We will have to analyze each article 
and piece of information carefully to be able to identify possible biases which could arise. 
As well, when studying the historical background of Bitcoin we will be looking into 
movements which have predominantly grown online. The two main influences we've 
discovered are the cypherpunk and open-source software (OSS) movements. While a 
whole wealth of scholarly research into the OSS movement, the same cannot be said for 
the cypherpunk movement, and thus a lot of the information we'll be using will again be 
primary sources such as The Cypherpunk Manifesto by Eric Hughes (one of the founders 
of the early cypherpunk mailing lists) found online which are in most cases self-
descriptive and thus subject to bias. We will therefore have to be very critical and be able 
to justify well our use of these sources. 
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 Geographically, this paper will be focusing primarily on a U.S. context 
although we will also be viewing the greater impact of both alternatives on the global 
political economy. This is primarily a decision of matching, as most of the articles written 
on Bitcoin are written from a U.S. perspective. As previously stated, this led to us 
choosing a U.S. based community currency so as to try and keep many of the main 
arguments for both currencies tied to a similar setting. However, we must be careful not 
to overestimate this aspect as the U.S. is a very large and diverse nation. The way that 
Ithaca HOURS function can therefore not be used as a generalization for greater U.S. 
trends on community currencies. We must therefore keep in mind that Ithaca HOURS is 
very much tied into the specific environment of the city of Ithaca, NY whereas the 
information on Bitcoin is very often a general overview of either its use in the U.S. or its 
use globally. We hope that from this information and supplementary information on the 
global impact of crypto- and community currencies we will be able to draw reliable 
conclusions on their impact on the global political economy. 
We will be basing our analysis on different theoretical tools which we borrow 
from both orthodox and heterodox economic literature. For example, we use the orthodox 
classification of the functions of money in order to provide an initial comparison. We 
then examine both currencies with a Marxist theoretical lens. Following that we analyze 
the socioeconomic roles of the currencies. Following a small discussion on other relevant 
economic viewpoints, we will then draw conclusions based on our analysis.  
We as well want to look into the social aspects of each currency and how they 
work to attain the legitimacy of users, businesses, and governments. To do this we will 
start with examining some of the historical and ideological backgrounds of each 
alternative and their development. This will give us a good overview of the original intent 
of the creators and early adopters of the currency. Following that we will be discussing 
our findings from the sources we have uncovered along with any prominent controversies 
or support for the currency. We know already that the chapter on Bitcoin will be larger 
and go in greater depth than the HOURS chapter. This is due to Bitcoin’s recent 
introduction into the global political economy and its subsequent explosive spread. As 
well, the inner workings of Bitcoin along with the computer science based ideologies 
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which spawned it require a more detailed and comprehensive overview so as to not create 
unnecessary barriers of entry to the information. 
 We are also well aware of the fact that we cannot step out of society, hence 
we are also prone to distortions of our view concerning the meaning of alternative 
movements. We must therefore identify and disclose our own bias. One of our members 
for example is drawn to this subject due to past and current interest and usage of Bitcoin. 
We as well have our own bias towards traditional governmental structures and 
institutions due to our personal experiences in the years following the financial crisis of 
2008. One of our members is Icelandic and therefore will most likely have his views 
colored by the extreme situation brought about by the collapse of the Icelandic banking 
sector, the government which was in power prior to and during the crisis, and the 
Icelandic national currency, the króna. We feel though that we can remain mostly 
impartial. We hope that through this process we will be able to answer what each of these 
alternatives offer in contrast to conventional currencies as well as how their approaches 
differ from each other. We hope to gain a good basic understanding of both alternatives 
and provide a founding for which conventional study of alternative currencies can be 
used to examine the new phenomenon of cryptocurrencies. We hope that with this, we 
will be able to provide a reliable and valid method in which to study the function of these 
different currencies in the global political economy and from that maybe theorize around 
their possible future role and use. Our final hope is that this paper will inspire others to 
look into the subject and help in providing to the literature examining alternatives to the 
conventional monetary system and the impacts of these alternatives on the global political 
economy. 
5. Results of Research: Discussions on the two currencies 
2.1. Discussion on Bitcoin 
The creation and evolution of cryptocurrencies is directly tied to the rise of Bitcoin. As 
the first cryptocurrency, it is the basis for most, if not all other cryptocurrencies. The 
discourse around Bitcoin has been diverse, and its legal status is currently being 
discussed in judicial courts the world over. It is a global alternative to the traditional 
national currencies. However, an air of mystery surrounds it. For example, the creation of 
Bitcoin was done under a pseudonym and the creator retains no control over the currency 
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or its use. Compared to previous e-currencies where they were created by private 
companies in order to profit on these currencies.  To be able to understand Bitcoin, one 
must first understand the historical and ideological trends in the online world which have 
led to the development of Bitcoin. While Bitcoin was started in 2008 there existed online 
trends and movements previously which provided the ideological and social incentives 
for the creation of Bitcoin. One must also gain a basic understanding of the mechanisms 
involved which allow Bitcoin to operate. Finally, one must examine the way in which 
Bitcoin is used, and the praise and criticisms it has received. We hope to lead you in this 
section through these different aspects and giving a sort of crash course in the basic 
operations and discourse surrounding Bitcoin. 
Historical and Ideological Background of Bitcoin 
 While no one can truly know the intentions and ideology of Bitcoin's 
creator due to their choice to remain anonymous, there are two ideologies within the 
realm of computer science which are clearly major influences on the creation of Bitcoin. 
The most obvious one is the Open Source Software movement, of which Bitcoin directly 
aligns itself by releasing itself under an open source license. The second is the ideology 
of cypherpunks. These two ideologies are essential in understanding the motivations 
behind the creation and early adoption of Bitcoin. 
Cypherpunk 
 Cypherpunks are activists who promote strong cryptography as a tool for 
social change. Here I will be using it specifically for those who were part of the 
cypherpunk movement in the 1990s and those who followed. It is an ideology which 
could be traced to the work of Whitfield Diffie when he was doing his early work on 
what would become the basis for future developments in public key cryptography. He 
warned that “The computer age … held terrible implications for privacy. As these 
machines become ascendant, and we use them for everyday communication, he warned, 
we may never experience privacy as we know it today.” (Levy S. 2001 pp. 40) This is a 
key aspect of the importance which cypherpunks place on cryptography. They feel that 
only with the public spread and use of cryptography can people feel secure in their digital 
communications. In many ways their words seem more prophetic now than ever with the 
revelations surrounding the information leaked by Edward Snowden on the work of the 
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National Security Agency. As I look into the development of the cypherpunk movement 
and its ideology, I hope to show that Bitcoin is a logical product of this movement and 
that it is only through understanding this cryptographic movement in which we can 
understand the intentions behind it. 
 While the cypherpunk movement started off in the 90's its development is a 
combination of the introduction of the internet and the evolution of cryptography. The 
work of Whitfield Diffie and Martin Hellman in the late 1960's/early 1970's into the study 
and development of cryptography could be considered to be the starting point for the 
evolution of modern cryptography. At the time cryptography was considered a state 
secret vital to national security. It was an obscure science which was only seriously 
pursued by intelligence agencies. Due to the nature of this work any information on the 
latest developments in cryptography was kept under lock and key. This secrecy over the 
subject irritated Diffie and Hellmann and drove them further in their quest. They saw the 
importance of cryptography in a future of digital communications and launched what 
could be considered one of the first battles in the “crypto wars” (a name given to the 
battle which has been waged for public access to cryptography). Diffie was an idealist 
who was intensely irritated by the secrecy which presided over information he considered 
to be of great public interest and importance. Hellman was otherwise someone who had 
been attracted to cryptography later in life as a possible serious scientific inquiry. 
Together the two created one of the first public-key pair systems, called the Diffie-
Hellman key exchange. This was the first publicly available predecessor to the public-key 
exchanges which comprise the Bitcoin transaction network. The paper which they 
published on it was one of the first to bring new cryptographic developments to the 
masses. Thus came the first crack in the intelligence community's monopoly on 
developments in cryptography, opening up for others to carry on despite government 
objections. (Levy S. 2001 pp. 12-88) 
 What follows is a gradual development where further independent research 
into cryptography loosens the monopoly which the NSA previously had on the study of 
cryptography in the United States. And while cryptographic systems are no longer 
labelled as munitions subject to trade restrictions it continues to affect our ongoing and 
increasingly important societal discussion on privacy. Up until 1991 this battle was 
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fought primarily by cryptographers, academics, and business interests. The cryptographic 
systems in use up until that point were protected by patents thus limiting people's access 
to these tools. Then Phil Zimmerman unleashed Pretty Good Privacy (PGP) unto the 
world as free-ware distributed online. This was done as a direct response to language 
which was added by Senator Joseph Biden to Senate Bill 266. The text states “It is the 
sense of Congress that providers of electronic communications services and 
manufacturers of electronic communications service equipment shall ensure that 
communications systems permit the government to obtain the plaintext contents of voice, 
data, and other communications when appropriately authorized by law.” The passage of 
such a law which would require a government backdoor into cryptographic systems 
prompted Zimmermann to hurry up his developments on PGP so it could be released 
before the government killed any hope. It was his hope to spread PGP as far as possible 
so that it was impossible for companies to follow the law if their users were encrypting 
messages using PGP. PGP did indeed spread at an unprecedented rate, much to the NSA's 
chagrin. Eventually the offending passage was removed and PGP is still in widespread 
use today. Its spread online provided the catalyst for the cypherpunk movement. (Levy S. 
2002 pp. 236 – 258) 
The Cypherpunk Manifesto 
 The cypherpunk movement itself started with a cryptographic interest group 
and mailing list run by Eric Hughes and Tim May. These individuals gave out two 
important manifestos which are integral to the cypherpunk movement. One is The Crypto 
Anarchist Manifesto written by Tim May. The other is the Cypherpunk Manifesto by Eric 
Hughes. While we have attached both in the appendix, we will be focusing here on the 
Cypherpunk Manifesto due to the fact that it has clear goals and methods with which it 
plans to achieve them. In contrast, The Crypto Anarchist Manifesto is primarily a vision 
of a future world where crypto anarchy has transformed our society. What follows is a 
breakdown of the Cypherpunk ideology as described in The Cypherpunk Manifesto. 
The cypherpunks were hugely influenced by earlier fights against the archaic 
control of the NSA over cryptographic research. They had the vision of cryptography as a 
future tool for subverting authority and giving autonomy to the individual. In The 
Cypherpunk Manifesto, Eric Hughes outlines the ideology behind this new group of 
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activists (full text can be found in appendix). It starts by clearly defining privacy, 
“something one doesn't want the whole world to know,” as opposed to secrecy, 
“something one doesn't want anybody to know.” To them privacy is of paramount 
importance and they claim that to have privacy in an open society one must have 
cryptography. Cryptography provides the tools necessary for anonymous and protected 
communication and transactions. There's a very strong focus on being able to control 
completely when one reveals personal information. To not have that control is to 
cypherpunks the same as having no privacy. They continue on to say that “we cannot 
expect governments, corporations, or other large, faceless organizations to grant us 
privacy out of their beneficence.” This along with a constant focus on the necessity for 
each individual to defend their own privacy suggests a very individualistic worldview. 
 However when Hughes discusses the work of cypherpunks one gets the 
sense that the ideology is built in what they see as a global need for cryptography. Their 
mission is not aimed at a specific group but rather humanity as a whole. This was most 
likely greatly influenced by the global nature and structure of the internet, a technology 
which had just recently started seeing public use. The paragraph from the manifesto 
which probably best demonstrates both the Cypherpunks' global mission and its possible 
connection to the structure of the internet is: 
“Cypherpunks write code. We know that someone has to 
write software to defend privacy, and since we can't get 
privacy unless we all do, we're going to write it. We publish 
our code so that our fellow Cypherpunks may practice and 
play with it. Our code is free for all to use, worldwide. We 
don't much care if you don't approve of the software we 
write. We know that software can't be destroyed and that a 
widely dispersed system can't be shut down.” 
This so well summarizes the cypherpunk attitude towards programming. They wrote 
software for what they considered to be the public good and then share it with everyone 
globally. Due to the controversial nature of cryptography, especially in that time, they 
knew that they would have their critics who would try to impede their efforts. They 
however knew that once software has been released it's near impossible to get rid of it. 
This is because the information surrounding the basic principles behind that software are 
still known to people. From that they could easily develop their own alternative, resulting 
in a whack-a-mole situation such as the one which has characterized digital piracy since 
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the early days of Napster. There's also incentive to introduce as many people as possible 
to cryptography because as Hughes states in the manifesto, “privacy only extends so far 
as the cooperation of one's fellows in society.” All your cryptographic tools are useless if 
the person you're trying to communicate with won't use them. Then you're faced with 
either giving up your privacy or abandoning the communication. This same scenario 
almost kept Glenn Greenwald from working with Edward Snowden as Snowden refused 
to communicate digitally without encryption and Greenwald didn't have even a basic 
understanding of the subject so it felt intimidating. Because neither wanted to budge the 
communication was abandoned until six months later when Greenwald met him through 
Laura Poitras(Reitman, 2013). We can directly see that this is a situation which 
necessitates cryptography. What is arguably the biggest international news story of the 
year almost did not happen because cryptography has not spread as much as it perhaps 
should. Many of the big leaps forward in public adoption of cryptography can be 
attributed to the cypherpunks as they continue to this day to fanatically fight for their 
vision of a world where individuals had full control over their privacy. 
Cypherpunk and Bitcoin 
 In The Cypherpunk Manifesto Hughes says “privacy in an open society 
requires anonymous transaction systems. Until now, cash has been the primary such 
system. An anonymous transaction system is not a secret transaction system. An 
anonymous system empowers individuals to reveal their identity when desired and only 
when desired; this is the essence of privacy.” Bitcoin is probably the first currency to 
truly fit this description. It could thus be considered the first true cypherpunk currency. 
Many of the peculiar structural elements of Bitcoin make sense with the cypherpunk as a 
starting point. The decentralized structure of Bitcoin would thus be the result of distrust 
which cypherpunks show towards authority. Its use of public-key cryptography in the 
actual transaction process as well as the encouragement to create a new key pair for each 
transaction are specifically designed so that users are not forced to give up any personal 
information. Satoshi Nakomoto's decision to stay anonymous could be seen as a 
cypherpunk development. It is possible that the person behind the pseudonym wanted the 
currency to be judged purely on its technical workings and avoid any criticisms which 
could arise from having a public creator. It is specifically built to be equally accessible by 
anyone in the world who has an internet connection. As well its open source license has 
  
 
 
38 
 
 
greatly improved the staying power of cryptocurrencies as there are already several 
alternatives to Bitcoin up and running from ideas others have had while examining the 
Bitcoin source code. One can see from this that to truly understand the intentions behind 
Bitcoin one has to have a basic understanding of the evolution of cryptography and the 
emergence of the cypherpunk movement. Without it one is at risk of judging the currency 
entirely by conventional standards. 
Open Source Software 
 Open Source Software (OSS) is software which is released with source code 
under a license which allows anyone to use that code pretty much as they see fit. Bitcoin 
for example is released under the MIT license which states “Permission is hereby 
granted, free of charge, to any person obtaining a copy of this software and associated 
documentation files (the "Software"), to deal in the Software without restriction, 
including without limitation the rights to use, copy, modify, merge, publish, distribute, 
sublicense, and/or sell copies of the Software, and to permit persons to whom the 
Software is furnished to do so, subject to the following conditions: The above copyright 
notice and this permission notice shall be included in all copies or substantial portions of 
the Software.” This method of releasing software so as to force open access directly 
contradicts conventional copyright laws which aim to restrict access. It also goes against 
conventional economic thinking as open source communities are able to create more 
efficient and over-all superior software solutions in comparison to private companies 
without any of the traditional economic incentives thought to be necessary for productive 
work. This has led to the open source philosophy infecting other areas such as arts and 
science. 
 Shared software development has been a part of computer science since the 
early hackers of MIT’s artificial intelligence lab in the ‘50’s and 60’s. Here the members 
were doing work trying to understand the ways in which computers worked and what 
they could be made to do. It therefore made sense to share their work amongst themselves 
so as to create a continually evolving collective knowledge base. If they all worked 
individually they would have to reinvent the same tools individually as per their need. 
Instead by pooling their information “the best version would be available to everyone, 
and everyone would be free to delve into the code and improve on that.” (Levy S. 2010 
pp. 29) Here the belief reigned that information should be free, an ideology that has 
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followed the evolution of computers ever since. However, as software development 
became dominated by the corporate sphere software was increasingly developed using 
restrictive copyright licenses. It was with the introduction of the personal computer and 
later the internet which led to the development of  the first open source licenses and 
business based on them. It was first known as free software but later the term open source 
became favored and the Open Source Initiative (OSI) was established. They have written 
the most widely accepted Open Source Definition(OSD) and are mainly responsible for 
reviewing and approving licenses as following that definition. What follows is a summary 
of said definition and the parts which I think are most relevant to Bitcoin. The full OSD 
can be found in the appendix. 
Open Source Definition 
 The OSD is a set of ten criteria which the OSI uses to review licenses. They 
either deal with the major themes of user control (criteria 1, 2, 3, 4 and 7) and equal 
access(criteria 5, 6, 8, 9, and 10). To be considered open source a license is required to 
give the user full access and control over the source code along with providing all users 
with the right to modify and distribute the software as they see fit. This is to allow 
everyone to contribute to the further development of the software hopefully leading to the 
best possible product. Users can actively fix bugs as they come up instead of just 
reporting it as they would normally. This is especially useful as the software is used in 
purposes other than the original intention creating bugs which the original creators 
missed as they didn’t foresee that specific use. The software can also continually be 
checked for backdoors or exploits which can then be fixed upon discovery. (Meeker, 
2008 pp. 26) Also, by giving complete redistribution rights to all users it allows users, 
whether individuals or companies, to sell or give away the software as part of a collective 
specialized software solution made up of different pieces of software from different 
sources. This is what gives open source software its economic viability, as it turns the 
collective development of the software into an economic incentive as well as the ego 
aspect which comes with having one’s solution become part of the accepted end-
software. 
 The non-discrimination criteria work to allow anyone to use or modify the 
software for their own purposes. It begins by banning discrimination against specific 
persons, groups, or fields of endeavor. In addition to requiring the software to be 
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technology neutral open source software is effectively safe from classic discrimination 
based on arbitrary categories. It then goes on to tackle other types of discrimination more 
which are more specific to the software world. It requires that the license not be 
dependent on the software being part of a particular software distribution. To do so would 
be counterproductive to the open source ideal as it would disallow the use of the code in 
different contexts. The license as well cannot restrict software which might be distributed 
along with the licensed software. This is to allow for co-operation between proprietary 
and open-source software and thus maximizing the staying power of open source as a 
software development model. 
OSD and Bitcoin 
 The fact that Bitcoin is open source affects its function as a currency and the 
future development of cryptocurrencies. The choice of making it open-source most likely 
draws from the cypherpunk ideology as an open-source license goes hand-in-hand with 
many of the goals of cypherpunks. For example, by making the source code available and 
allowing others to modify it and redistribute it at will allows for the future development 
of cryptocurrencies which take different approaches from Bitcoin. The biggest difference 
though is probably that with the open source license, anyone has the option of creating 
whatever tools and programs they feel would improve their use of Bitcoin. This has led 
both to companies coming up as a sort of “Bitcoin bank” where people can store their 
Bitcoins and the development of tools which allow for the type of transfers which in 
conventional currencies usually required the use of cash or creative accounting (money 
laundering, purchase of illicit goods and services, supporting controversial groups, etc.) It 
opens up the possibility for tools which can optimize the use of Bitcoin for each 
individual industry as there is no restriction. Even legal restrictions can be bypassed 
either by hosting the technology on a domain belonging to a country with a compatible 
legal framework or by storing these technologies on a so-called Darknet where it is nearly 
impossible to find physical locations of servers. This goes hand-in-hand with the 
Cypherpunk declaration that “software can't be destroyed and that a widely dispersed 
system can't be shut down.” It may also have opened up for the dramatic change in tone 
in the U.S. political establishment toward Bitcoin since if the U.S. were to heavily restrict 
the use of cryptocurrencies there is nothing to stop either U.S. allies or enemies from 
utilizing the technology beneficially. Thus, by releasing itself under an open source 
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license, Bitcoin has embedded itself as a huge part of the ongoing debate of privacy vs. 
security/law surrounding the internet and insured its relevance. Even if Bitcoin ends up 
failing and falling into disuse, its basic structure will live on in every future 
cryptocurrency. 
Technical Workings of Bitcoin 
 Bitcoin was first proposed in a paper published under the pseudonym 
Satoshi Nakamoto in 2009. It proposed the framework for the creation of a decentralized 
currency which was not owned or regulated by any financial institution. Shortly after the 
Bitcoin client was first put into use thus starting the currency which we know today. How 
does this currency work on a technical level? How does Satoshi argue that his currency 
will be the decentralized and pseudonymous currency he promises it to be? It is at the 
programming level where one starts to truly understand the way Bitcoin can function as a 
currency without some of the conventional structural tools such as a central bank. I will 
attempt here to give you the very fundamental basics of the inner workings of Bitcoin. 
You can find out further information online or in “Bitcoin: A Peer-to-Peer Electronic 
Cash System” by Satoshi Nakomoto which we have attached as an appendix. 
 
Figure 1: A visual representation of Bitcoin transactions 
 Each coin itself is nothing but a chain of digital signatures. When you have 
one Bitcoin, you transfer it to the next owner by digitally signing a hash (which is the 
value returned by a hash function, an algorithm which maps data of a variable length to 
data of a fixed length) of the previous transaction and the next owner's public key and 
adding it at the end of the coin. These signatures can then be verified in order to verify 
the chain of ownership. To prevent double-spending Satoshi states that the transactions 
must be publicly announced and that “the only way to confirm the absence of a 
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transaction is to be aware of all transactions.” (Nakomoto S.) Bitcoin then uses the 
network of users as its base for verifying those transactions and thus creating a single 
transaction history which is agreed upon by that network. 
 The way Bitcoin does this starts off with the use of a time-stamp server. 
This server creates a hash out of a block of items to be timestamped and then widely 
publishing the hash. The time stamp proves the block's existence and since each time 
stamp includes the previous time stamp in it's hash it ends up forming a chain. Each new 
time stamp thus reinforces the validity of the block. This is further implemented in the 
proof-of-work system used in creating and verifying transaction blocks. This system 
requires a certain amount of processing power in order to solve a cryptographic puzzle. 
Once a valid solution is found the block is published and cannot be changed without re-
doing the work. Since later blocks are chained to previous ones, changing a block would 
include re-doing all the following blocks. This means that as time passes and more blocks 
are added to the chain it becomes subsequently more difficult for an attacker to change a 
previous block. Satoshi also argues that this system “solves the problem of determining 
representation in majority decision making” by giving each CPU a vote as opposed to 
providing a vote to each IP address, a system which could easily be subverted by anyone 
with the skill and resources to allocate multiple addresses. 
 The majority decision of the network is represented by the longest chain 
which has the greatest effort put into it. Satoshi maintains that if the majority of CPU 
power is controlled by honest nodes the network then the honest chain will grow the 
fastest and outpace any others. This however has shown to be not exactly true, as an 
exploit has been found where if a group finds a solution to a block but doesn't publish it 
to the end of the chain they could gain a head start and hoard Bitcoins for themselves, 
potentially gaining control over the entire network.  (More on that when I go into 
controversies over Bitcoin) The difficulty of each solution varies as well based on an 
average creation of new blocks. If new blocks are being created too fast the difficulty 
increases. 
 To create incentive for supporting this network, the first transaction creates 
a new coin which is owned by the creator of the block. This also serves as a means to 
initially distribute new coins since there is no central authority to do so. This incentive 
can also be funded with transaction fees, which in Bitcoin is the difference between a 
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transaction's output and input levels which is added to the block's incentive value. These 
transaction fees will be the primary incentive system once the pre-determined amount of 
21 million Bitcoins has been created and the production of new Bitcoins ceases. This 
makes Bitcoin similar to finite physical resources as gold and the process of creating new 
coins through proof-of-work effort is very similar to the mining of gold (therefore those 
who work on creating these blocks are called Bitcoin miners). 
 In order for Bitcoin to be divisible transactions include multiple inputs and 
outputs. The smallest value which can be traded is 0.00000001 BTC (a unit called a 
“Satoshi”). This allows for Bitcoin to be used as a functional currency even if the value of 
each individual coin is very high. The value itself is set purely by the agreed value of 
Bitcoin on market exchanges. It is thus entirely based on the value at which people place 
in Bitcoin, the work which has been made by the network in the creation and verification 
of new blocks, and the faith they have in its function as a currency. This is true as well of 
any cryptocurrency which has been created following the creation of Bitcoin. This is 
especially true since Bitcoin does not have any inherent physical value. If people are not 
willing to accept Bitcoin in transactions it is useless as it is only designed for that 
purpose. 
 Before I go into the specifics of how Bitcoins are stored and exchanged I 
feel it is necessary for me to briefly explain public-key cryptography. This is because 
public-key cryptography is a fundamental part of the pseudonymous nature of Bitcoin. 
Before the invention of public-key cryptography the keys used for encryption had to 
remain secret and therefore you had to share the key with each individual you wanted to 
communicate with and hope that no one undesirable would somehow get their hands on 
one of those keys. Public-key cryptography solved this problem by creating a key pair. 
One is the public key which gives the instruction for how to encrypt the information. This 
public key serves as a one way function in that the computations necessary for encrypting 
the information are computationally impossible to reverse. The other is the secret private 
key kept by the intended recipient. This key serves as a sort of “trap door” to the public 
key. By maintaining exclusive access of ones private key, a person can post his public 
key and thus offer anyone the chance to send him confidential messages. As well, the 
private key can be used to create ciphertext which can only be decrypted with the public 
key. By doing so, individuals can thus verify their identity. This development 
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fundamentally changed the face of cryptography as it no longer relied on the complete 
secrecy of cryptographic keys. (Levy S. 2002 pp. 90-117) 
 You store your Bitcoins in a Bitcoin wallet, which is a file which holds a 
collection of private cryptographic keys. These keys are essentially what gives you 
ownership of your coins. If you lose these keys, the coins are lost forever both to you and 
anyone else. You utilize key pairs for the transaction as identification but it is both 
allowed and encouraged to create a new key pair for each transaction. By keeping your 
public keys anonymous, people can see only that a transaction has been made between 
two people but there is no indication as to who those people are. Only by tracing coins to 
their point of purchase and using any records which may have collected at that point 
would someone have any hope of tracking down a specific coin's owner. This can be 
made even more difficult with the use of shared wallets or Bitcoin tumblers such as 
Bitcoin fog which take your Bitcoins and through multiple transactions amongst other 
users Bitcoins deliberately makes it more difficult to identify the original owner of each 
coin. 
 These elements all come together in order to create this decentralized digital 
currency. It is kept up by a large network of computers working together to solve 
cryptographic puzzles in order to receive coins. It puts it in the hands of each user to 
protect their own coins and to verify the transaction network. The role which is taken by 
central banks in conventional currencies is taken by the entire network. If the network 
continues to be controlled by honest miners then it can still keep its basic trust. As long as 
people are willing to accept Bitcoins in exchange for goods and services it will remain in 
use and retain value. Its structure allows it to function at both high and low value, both 
functioning when the first transaction of 10,000BTC for a pizza was made and now when 
the value of said Bitcoins is close to $10,000,000. 
 In theory, this model set up by Nakamoto should create a pseudonymous 
currency which can be used for all sorts of transactions while allowing its users to have 
full control over the information they give out with each transaction. How does this work 
out in practice? The rise of Bitcoin has been marked both with controversy and support. 
By looking into the discourse surrounding Bitcoin we hope to gain a further 
understanding on the real-world function of Bitcoin. We can thus map out some of the 
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problems which Bitcoin will have to address as it grows in popularity. What follows here 
is a break-down of some of the main controversies and support for Bitcoin. 
Controversies Surrounding Bitcoin 
Fluctuating Value 
 One of the biggest controversies surrounding Bitcoin is that of its wildly 
fluctuating value. In just one year the value of Bitcoin has skyrocketed to nearly $1000 
from a value of around $13. When a conventional currency has had similar fluctuations 
from in- or deflation, the trust in said currency has gone down and thus people are not as 
willing to use the currency for trade. One way in which Bitcoin has avoided such issues is 
through the fact that most businesses which accept Bitcoin set their prices according to 
conventional national currencies. When conventional currencies fall or rise in value its 
effect is far greater than that of Bitcoin as both wages and prices in a specific nation (or 
in the case of the Euro, a group of nations) are set according to the national currency and 
thus have a very critical effect on both. A citizen of a particular nation must be able to 
rely on the national currency as the citizen is forced to use it in their daily lives due to the 
law of the land. This in many ways makes an institution such as a central bank necessary 
to conventional currencies so as to offset the effects which a fluctuating currency value 
has on the national economy. In contrast, Bitcoin is an optional currency and therefore no 
one is forced to do business in it. Therefore the economic effect of Bitcoin fluctuations is 
only limited to the users of Bitcoin. This economic effect can still be substantial, as it can 
cause either a holding of the currency due to the belief that Bitcoin will rise in value or a 
panicked abandoning of Bitcoin if the value crashes or it is believed that the value will 
crash in the near future. (O’Brien M. 2013) 
 Because of this, Bitcoin currently fails as a store of value which is 
considered one of the primary functions of money. However, this has not stopped people 
from accepting and using Bitcoin as a currency in transactions. We feel that it also would 
be unfair to make a final judgment on Bitcoin’s function as a store of value based on data 
gained from these first years as a currency. In support of this, some investors have 
supported Bitcoin as there is a chance “that [Bitcoin] ends up taking over at least part of 
gold's traditional role as a store of value. (Light, J. 2013) The instability which Bitcoin 
has seen this year is unavoidable in the early days of a cryptocurrency’s adoption as it 
fights for legitimacy and relevance in the global political economy. We feel therefore that 
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judgments regarding Bitcoin’s viability as a store of value cannot be made at this time as 
it is yet to be seen how far Bitcoin will spread. 
Lack of a Central Bank 
 This leads us to another prominent controversy surrounding Bitcoin which 
is its lack of a central authority such as a central bank. Some argue that such an institution 
is essential in controlling value fluctuations and to offset de/inflation. Others go farther 
and suggest that the lack of a central authority for oversight makes Bitcoin look like a 
“high-tech Ponzi-scheme.” (Krugman J. 2013) However these arguments for a central 
bank go against the underlying philosophy behind cryptocurrencies which is complete 
user-control over the currency. Also, while it is true that there is no central authority such 
as a central bank which controls the currency its open source nature instead gives ways in 
which the community of users and developers can institute necessary reforms to the 
currency. For example, the official Bitcoin code development is hosted at 
https://github.com/bitcoin/bitcoin and here the collective team responsible for the 
development of Bitcoin’s source code can suggest improvements and then vote on 
whether said improvement will be implemented in the greater Bitcoin code. Therefore the 
developers could theoretically change the way new Bitcoins are issued if it is deemed 
necessary to do so by the greater user-community. To be successfully implemented the 
new code would have to be adopted by all users of Bitcoins, a phenomenal but not 
impossible task. This, in combination with alternative cryptocurrencies allow for users to 
fully customize how they store their money based on their own economic ideologies and 
realities.  
Bitcoin as a tool of investment and speculation 
This leads into another prominent argument against Bitcoin which is that due to 
its deflationary nature it is not a currency but rather a tool for speculation and investment. 
For example, Bitcoin’s recent introduction to Chinese markets has been attributed not to 
the possibility of Chinese citizens to make purchases in Bitcoin but rather as an 
alternative store of value to holding yuan. (Guilford G. 2013) As well others show that 
Bitcoin is primarily being held as opposed to being used in trade. (O’Brien M. 2013) 
There is uncertainty with this though as it is not known if this will remain the reality as 
Bitcoin grows and becomes used in new markets. As Bitcoin spreads and becomes more 
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and more integrated in the real economy it might lose its potential investment or 
speculative value as more and more people rely on it for online transactions. As well, 
Bitcoin’s popularity and thus its attractiveness to investors might aid the further 
development of cryptocurrencies by aiming the attentions of speculative investors 
entirely at Bitcoin, thus allowing the possible natural development of other 
cryptocurrencies as a means of transaction unaffected by such forces. This is something 
which will have to be followed and eventually addressed as cryptocurrencies continue to 
permeate the global economy. 
Vulnerability to Hackers 
An issue which does not gain the same level of attention but is nonetheless just as 
or if not more important than the preceding controversies is that of Bitcoin’s vulnerability 
to hackers. While the integrity of the transaction network itself is considered safe from 
hackers, the problems lie in how users protect their Bitcoin wallets. If a hacker gains 
access to a users wallet they can transfer the users Bitcoins to a wallet belonging to 
themselves. With the non-reversible nature of Bitcoin this makes this sort of theft much 
more serious than for example a traditional bank robbery. There are regulatory structures 
in place which protect the bank and help it replenish its lost money supply. This is much 
harder, if not impossible, to apply to Bitcoin. As well, the pseudonymous nature of 
Bitcoin and hackers’ knowledge of digital security makes the stolen currency much 
harder to track. (Pasick A. 2013) The prominence of this problem, with several high-
profile Bitcoin thefts having occurred this year, can be attributed to two factors. The first 
is the fact that the security of a user’s Bitcoins is ultimately in the hands of the user itself. 
The second is that although computers have become an integral part of modern life, most 
people do not know how to use computers but instead have a basic understanding of how 
to use certain programs and applications for use in their daily lives. (Scott, M. 2013) 
While companies which offer the service of hosting online wallets for customers will 
definitely need to address their own security concerns, the issue of security amongst 
individual users can only tackled with an increased general knowledge of computer 
science and digital security. Something which we as a society must address regardless of 
Bitcoin’s success or failure as computers and the internet become a more integral part of 
modern life.  
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Bitcoin as a facilitator of illegal online trade 
A criticism which was prominent in the early days of Bitcoin but has become less 
so as people have gained a deeper understanding of the currency is that of its potential 
use in criminal transactions and money laundering. Sen. Chuck Schumer (D-NY) for 
instance once stated that Bitcoin was “an online form of money laundering.” (Lee, T. 
2013) This is due to the fact that there are hidden online markets and services which 
allow both for the “tumbling” of Bitcoins through various wallets to obscure their origin 
and the purchase of illicit goods and services(this includes drugs, guns, hacking services, 
and a couple of supposed assassination services (Webb, J. 2012). While the 
aforementioned “tumbling” services can function as a tool for money laundering it is a 
process easily taken by the individual as a measure to ensure privacy rather than as a 
money-laundering tool. This is echoed by the Electronic Freedom Frontier (EFF) who 
state that “It's essential that the use of encryption, anonymization techniques, and other 
privacy practices is not deemed a suspicious activity. Rather, it must be recognized as an 
essential element for practicing freedom of speech in a digital environment.” (Higgins, P. 
2013) An example of such anonymization techniques for a legitimate purpose would be 
for example someone who wants to donate to an organization such as Wikileaks. If that 
person donates the money using the conventional monetary and financial system they 
could be identified by their government as a person of interest and thus justifying 
surveillance over this individual. However with the use of Bitcoin and anonymization 
techniques that person can donate the money knowing it cannot be traced back to him. As 
well, Bitcoin has not yet become an attractive venue for traditional money laundering due 
to the markets small size up until recently. Bitcoin could as well be incorporated into 
anti-money laundering legislation, a move which some countries have already begun. 
(Stokes, 2012, pp. 221-236) 
The most famous example of an online business offering the purchase of illicit 
goods is that of the Silk Road. The Silk Road was a hidden service on the TOR network 
which served basically as an “Amazon.com” of drugs. At its height it contained over 
12,000 listings for illegal drugs which all contained reviews of the product which 
customers received. It was then shut down 2 October of this year by the U.S. Department 
of Justice thanks to mistakes made by its then operator Ross William Ulbricht (who was 
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previously only known by the moniker “The Dread Pirate Roberts”1). (Anderson, N. and 
Farivar, C. 2013) The importance of this shut-down is that it showed for the first time that 
such markets were not as immune to criminal prosecution as they were thought to be. 
Therefore, such markets are no longer an inevitable part of the Bitcoin market. Instead 
they are now just another part of a global criminal trade which law enforcement must 
learn to deal with if they are to continue a policy of drug prohibition. 
Legal and Tax Ambiguity 
 The above factors all come together into an overarching legal and tax 
ambiguity which exists around Bitcoin. The U.S. effectively defines Bitcoin and other 
cryptocurrencies as virtual currencies and has proposed a regulatory framework which 
deals with them as such. In contrast, both Norway and Germany do not define Bitcoin as 
a currency but rather a “unit of account” which has separate tax implications. 
(McCormick, R. 2013) (Vaishampayan, S. 2013) Thailand has gone even further and 
banned Bitcoin outright as an illegal rival currency. (Caldwell, C. 2013) These 
discrepancies in how to classify Bitcoin create a complex global regulatory framework 
where users will have to closely monitor their own country’s legal approach to 
cryptocurrencies in order to comply with their national laws. Perhaps in the future, as 
Bitcoin grows, we will see a global regulatory framework emerge through supranational 
organizations such as the UN or WTO. In the meantime countries will continue defining 
Bitcoin through their own rationalities and interests. 
The Deflationary Nature of Bitcoin 
Due to the fact that there is a final limit to how many Bitcoins can be produced, 
Bitcoin is deflationary in nature. Some, such as Matthew O’Brien, argue that “Bitcoin 
won't work as a currency as long as it's so deflationary. Why spend bitcoins today when 
they might be worth much more tomorrow?” (O’Brien, M. 2013) This is a legitimate 
concern and one that must be addressed as Bitcoin continues to grow. In opposition to 
this, Peercoin was released which does not place hard limits on the final currency amount 
in an attempt to maintain a low inflationary value in the future. (King, S. and Nadal, S. 
                                                 
1
 This is a reference to the novel and movie The Princess Bride in which The Dread Pirate Roberts is a 
name held by a pirate feared all over the world. It is then revealed that The Dread Pirate Roberts is not one 
man but a name passed on from one pirate to one whom he deems a worthy successor. This name was thus 
chosen to imply that The Dread Pirate Roberts could be anyone, which is shown by the adoption of the 
name by the operator of the new Silk Road site. 
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2012) This shows that even if this becomes a huge problem for Bitcoin it does not 
necessarily affect the greater adoption of cryptocurrencies as alternative cryptocurrencies 
can design themselves with this in consideration. 
Dishonest Mining Exploit 
Recently, a possible exploit was found which could theoretically give a group of 
people control over the Bitcoin network. The way it works is that a mining pool (a 
collective pool of CPU’s working on solving blocks and sharing the rewards) with a 
sufficient enough size could gain advantage by solving a block and not publishing it to 
the greater block chain. This would result in others working to solve a chain which no 
longer has a discoverable solution. This mining pool can then continue adding to its 
advantage and theoretically gaining complete control over the network and the issuance 
of new Bitcoins. Lead Bitcoin developer Gavin Andresen however states that in order for 
someone to use that exploit three conditions would have to be fulfilled. “First, that 
Bitcoin miners would be dishonest enough to hide away their solved block chains. 
Second, that no one would notice it happening and continue mining away at a phantom 
block. Third, that the dishonest miners would get away with the scheme long enough to 
actually gain control over the chain without the Bitcoin developers actually stepping in 
and quashing the exploit.” (Plafke, J. 2013)  
Support for Bitcoin 
Tool for avoiding financial sanctions, censorship, and untrusted national currencies 
 We choose to begin with the main argument put forth by Nakamoto and 
other Bitcoin users and promoters who focus on the positive side of the anonymous 
nature of Bitcoin. This is that Bitcoin allows for the circumvention of a currency 
monopoly and bypassing financial sanctions and censorship. There are several ways in 
which this has manifested itself in the real world. In Iran, regular Iranians are buying and 
trading in Bitcoin to bypass the global sanctions placed against Iran and its unstable 
currency the rial. (Raskin, M. 2012) In Argentina, locals are looking to a Bitcoin as an 
alternative to the peso and gold as a store of value which can keep up with inflation in the 
country. (Webber, J. 2013) As well China has looked to Bitcoin as an alternative to 
holding yuan. (Guilford G. 2013) Finally, Wikileaks has begun accepting Bitcoins 
following the financial censorship placed upon it by major credit card companies and 
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Paypal. (Chen, A. 2013) For probably the most controversial example, the new Dread 
Pirate Roberts of the newly re-launched Silk Road sees his market as representing not 
drugs or illegal goods but as a tool of freedom for people to have “ the power to act 
responsibly according to the dictates of our own conscience.” (The Dread Pirate Roberts 
2013) These instances show that while Bitcoin is far from achieving the crypto anarchic 
dream set forth in Timothy May’s The Crypto Anarchist Manifesto, it has become both an 
important and controversial tool for bypassing financial censorship. Whether you agree 
with these uses or not, Bitcoin has become an important tool in these settings for users 
who either wish to bypass their conventional currencies for practical or ideological 
reasons. In this way, Bitcoin attains its promise as a tool to circumvent financial 
censorship no matter how much said censorship is thought to be an integral part of 
society’s laws. This is one of Bitcoin’s greatest ideological strengths as it in many ways 
makes oppressive financial censorship obsolete. No longer can governments effectively 
limit donations to organizations which they don’t agree with. As well, now that it has 
shown some promise in protecting people from a dysfunctional conventional currency it 
gains even more validity as an alternative and a complementary currency. It can thus be 
said that Bitcoin fulfills two functions which some or all conventional currencies cannot 
fulfill. 
Low cost of transaction 
 The low transaction costs required in the transfer of Bitcoins from one 
person to another has made the currency very attractive to certain individuals and groups. 
Businesses may take up Bitcoin as an alternative to lengthy and costly agreements with 
financial institutions. One of the greatest influences Bitcoin can have though for 
providing low-cost global transactions is in the arena of remittances. Currently, a 
company called BitPesa has been formed in Kenya to allow for the transfer of Bitcoins 
from other nations to friends and family members in Kenya. Such a system could 
potentially save Africans millions of dollars every year in transaction fees. (Ombok, E. 
2013) This low transaction cost can be a huge attractant to different people for different 
reasons. As well, due to the lack of contractual agreements demanding a minimum time 
of use users can adopt or abandon Bitcoin as they see fit. This makes Bitcoin at least a 
temporary alternative to conventional financial structures for those who wish to lower 
their transaction costs. 
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Bitcoin as a community currency 
One interesting development in the continuing spread of Bitcoin is the 
introduction of Bitcoin into the rebellious Kreuzberg area of Berlin. This is an area which 
has been associated with critical left-wing ideologies. Because of this, Kreuzberg has the 
highest concentration of businesses accepting Bitcoin of any other area in the world. 
Here, Bitcoin has become an accepted alternative currency, and locals are using it both as 
an alternative or replacement for conventional currency and it as well seems to resonate 
with the community ideology in a way that seems to create a form of social capital for the 
neighborhood through its usage. People see it as a way to avoid banks which many no 
longer trust due to developments of the current financial crisis. Businesses in the 
Kreuzberg area have thus both begun accepting Bitcoin for payment and are using it in 
their trade with other local businesses. One of the business owners supported their 
adoption of Bitcoin by stating that “It's an easier way of digital payment than credit cards, 
which cost me a lot of money as a business and to which I'm forced to sign up for years.” 
(Connolly, K. and Grandjean, G. 2013) Here we are seeing the first case of Bitcoin being 
implemented as a widespread alternative currency within a community. The descriptions 
of the use of Bitcoin in Kreuzberg seem to indicate that this is both possible and feasible.  
Washington’s Bitcoin Lovefest 
One of Bitcoin’s most surprising recent supporters has been the U.S. government. 
It has moved from viewing Bitcoin in a primarily negative light as a tool for illicit trade 
and money laundering (even being specifically tied to the production of child 
pornography) to the prevailing positive attitude and views which characterized Bitcoin’s 
appearance before the Senate Committee on Homeland Security and Government Affairs. 
These hearings on Bitcoin which were held in November are described as lovefests which 
was surprising due to the often hostile tone which lawmakers took towards the currency 
in the past. Even representatives of law enforcement and security agencies cited the 
positive attributes of Bitcoin as  “innovative ways to move money" and "potential to 
support more efficient and transparent global commerce.” (Lagorio-Chafkin, C. 2013) 
Some have attributed this to suggestions that if the U.S. government were to 
unnecessarily restrict Bitcoin that the benefits of the currency would be overtaken by 
other countries such as China, which had recently seen a large increase in Bitcoin 
purchases. Others attribute it to careful and co-operative talks between Bitcoin advocates 
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and lawmakers. Whatever the cause, this led to “a near-unanimous consensus that the 
federal government needs to be careful to avoid hampering the growth of the world's first 
completely decentralized payment network.” (Lee, T. 2013) By gaining the support of 
U.S. lawmakers, Bitcoin has passed a vital step in attaining legitimacy in one of the key 
national economies in the global political economy. While it still has many obstacles 
which it must face, by gaining the favor of the legislative arm of the U.S. government it 
has accomplished a great feat and this will as well cement the U.S. as a central hub of the 
Bitcoin network as it seems more willing than most to provide a supportive regulatory 
framework for Bitcoin and other virtual currencies. The positive view taken by U.S. 
government officials towards Bitcoin can thus be seen as support for Bitcoin in that it 
does not necessarily have to be viewed as a threat or challenge to conventional 
government and financial institutions but rather as a currency innovation which offers 
possibilities which conventional currencies cannot.  
 
Concluding remarks on Bitcoin 
In this chapter we have tried to give a comprehensive view into how Bitcoin 
functions on a technical level along with a look at some of the support and controversy 
surrounding Bitcoin’s use in the real economy. We looked into the main ideologies 
fuelling Bitcoin’s development and its most evangelical supporters. What we have 
uncovered through this is a new form of currency which operates on a global level and 
takes on a multitude of functions according to each user’s need. Its decentralized nature 
prevents effective control by national governments. Also, while there are many 
controversies surrounding Bitcoin, we find that most of these are either not as serious as 
they are made out to be, premature, or could be addressed by alternative cryptocurrencies. 
This is not to say the currency is flawless. The deflationary nature of Bitcoin due to its 
final limit on the amount of Bitcoins in circulation is something which might very well 
hinder its future development. As well, we feel that cryptocurrencies will have to address 
the issue of “lost” coins to which the private key has been lost. Since no one has access to 
these coins anymore they lose their value but remain in the blockchain. We feel that 
developing a way to recycle these lost currencies would help prevent Bitcoin and other 
cryptocurrencies from being more deflationary than their base structure requires. 
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We see that while Bitcoin is still viewed by many as not fulfilling the 
requirements of a “true” currency, it has gained an increasing role and importance in the 
Global Political Economy. Due to Bitcoin’s recent entry into the global market, it remains 
to be seen how Bitcoin and other cryptocurrencies will fare in the long-term. Will we see 
a future where cryptocurrencies have become accepted alternatives to conventional 
currencies and therefore cementing their ongoing role in the global political economy? 
How does Bitcoin compare both to conventional currencies and Ithaca HOURS? These 
will be some of the questions we will examine in our analysis of the two currencies 
presented here.  
 
6. Analysis: Comparison of Bitcoin and Ithaca HOURS 
We're going to start off our comparison by comparing the different currencies 
according to the functions of money set forth by Jevons. To do so we have created this table 
which pins each currency to the different functions. We then write in each box how each 
currency fares. 
 
 Conventional Community (HOURS) Crypto (BTC) 
Medium of 
Exchange 
Is the only currency 
type which is 
completely accepted 
and utilized by society 
in this way 
Perform well if they 
have the necessary 
support. 
Not ideal as it seems 
to currently be 
primarily used for 
investment and 
speculation 
Common 
Measure of 
Value 
Serve as the basis with 
which alternative 
currencies set their 
value 
Can be used as a 
common measure of 
value within the 
community but ceases to 
attain that value outside 
of it. 
Due to ongoing price 
fluctuations in the 
Bitcoin market, prices 
cannot be reliably set 
in Bitcoins but are 
instead usually set 
with conventional 
currencies. 
Standard of 
Value 
Conventional 
currencies are the go-
to standard of value in 
the global economy 
Might be able to attain 
this function however it 
is unlikely it would be 
able to usurp that 
function from its 
Cannot currently be 
used in such a way 
due to large price 
fluctuations. 
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conventional currency 
Store of 
Value 
The relatively stable 
nature of most 
conventional 
currencies makes them 
one of the primary 
stores of value 
The fact that community 
currencies can not be 
freely traded with 
conventional currencies 
makes it not viable to 
use them this way. 
Some have begun 
using it this way, 
especially in places 
with weak 
conventional 
currencies. 
Table 1: A Comparison of Currencies in the Function of Money 
What we can see here is that according to the orthodox definition on the 
functions of money, conventional currencies are the flawless winner and Bitcoin is the 
clear loser. However if Bitcoin is such a monetary failure why has it been able to gather 
as much support as it has done? Even the U.S. Government which has a long history of 
trying to control potentially subversive software has sung praises towards Bitcoin. To 
figure this out we must look beyond the orthodox. 
 When we view these alternative currencies through a Marxist lens an 
interesting picture shows up. Ithaca HOURS would get almost full support with a 
potential minus point for tying itself to the dollar. Bitcoin however will probably solicit a 
much more complex response. This is due to the difference between its core ideology and 
the speculative investors which have become such prominent members of the Bitcoin 
network. While the core ideology of cypherpunk and OSS fit well with Marxist ideals the 
speculative investors are members of the same capitalist class which Marx so despises. 
We feel though that Marxian economics could well find value in Bitcoin and 
cryptocurrencies as equalizing tools in the global financial market. Especially they allow 
civilians to bypass the state and corporate monopoly of money and thus can provide a 
potentially hefty blow to banks. Our first approach to alternative currencies was to find 
out about reasons and motivation to create and participate in such movements and 
respective outcomes. According to our literature review on alternative currencies, we can 
derive relevant analytical categories for the Ithaca case. 
Categories are: 
• Fiscal-economic arguments (respectively contrasting key points to 
conventional economy) 
• Local aspects 
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• Environmental aspects 
• Social support aspects 
• Start-up arguments 
• Reduction of inequality 
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Our plan was to extract analytical categories from the literature and then use those as a 
framework to deduce our results. However, while deriving it from the literature and 
applying it again on the same, is it not a circular reasoning? Anyway, the whole literature 
on local currencies mentions these categories and they seem to appear in practice. We can 
find all our derived categories in the statements by Glover, except the “reduction of 
inequality”. Though, Glover gives us another category: “reduction of dependence”. 
Empirics by Jacob et al. also confirm their existence and relevance. Nonetheless, 
announced features and outcomes only show weak manifestation but suggest their 
implementation. In general, we see a simple but strong motive in and argument for local 
currencies. As designed by locals it is perfectly fitted to (at least ideally) the local 
requirements and conditions. Traditional money would not adapt its virtues to improve 
local economic situation and would ignore individual needs. Further, we orientate us by 
the “Systems of Exchange Typology” by Biggart and Delbridge (2004) which in turn was 
used by Mascornick (2007) to compare Ithaca HOURS and Calgary Dollars. Mascornick 
uses this framework to analyze the rationale(s) of Ithaca HOURS and Calgary Dollars 
grant and loan recipients to participate. Those loans and grants are interest free and thus 
show a substantial advantage to such in a conventional currency. Biggart and Delbridge 
differentiate between four systems of exchange within two main dimensions of impetus 
(rational and social): First, a price system, second an associative system, third a moral 
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system and fourth a communal system. Table 2 shows their structure (Mascornick 2007: 
5): 
The first system is rather reductionist, representing the economic common sense of 
individual, profit maximizing egoists. The second one is based upon the former notion, 
but involves alliances with reciprocity and trust of people to achieve the former. The 
moral system entails as main impetus the creation of value to support and benefit his 
“community” (Mascornick put this term in quotation marks. We do the same to point out  
Table 2: Systems of exchange typology. 
 
that “community” does not only mean Ithaca using their HOURS but also the global 
Bitcoin community as they share to a great extent one mutual view). The last system 
describes economic action that is purely focussed on the benefits of the community. One 
could allege a relatively high amount of altruism here (ibid.). 
Moreover,  Biggart and Delbridge determine two dimensions: The “basis of rational 
action” which manifests as instrumental or substantive and the “structure of social 
relations” which in turn shows universalistic or particularistic practice. 
After this short presentation: Where and why do we classify Bitcoin and Ithaca HOURS? 
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Of course, as Biggart and Delbridge (2004: 43) and Mascornick (ibid.) point out, this 
structure is a pure analytical tool, in practice a mixture of fields with blurred lines 
manifests. We skip the price system as it makes too simple assumptions. Of course there 
is a need or a tendency to maximize benefits, but it ignores social and moral 
surroundings. We entirely agree the associative system since it makes general and 
grounded assumptions we find in both Ithaca HOURS and Bitcoin. The last field 
describes a communal system which is as we have shown the essence of Ithaca HOURS. 
When we understand commune not in the local sense but in the sense of ideologically 
connected people, communal system is as well as appropriate to describe the Bitcoin 
community. The moral system seems to be the most interesting case as it is closely linked 
to the role of ideologies. The underlying ideology determines which behaviour is in how 
far to be seen as moral or amoral.  
According to the suggested structure, we conclude that Bitcoin is predominantly 
instrumental, that is, there is a practical focus on the process. Or as a question: “How is a 
transaction achieved?” The social relations are unclear in this case. Since non-users are 
barred from use and there is no interaction between users and non-users it can not be 
determined if Bitcoin shows universalistic or particularistic social relations. It is 
universalistic only within its community. When we consider the whole picture, we also 
see substantive rational action. Due to its ideology the result is likewise decisive in the 
end. Or as a question: “What are implications?”. Bitcoin users promote a new handling of 
IT technology, so they are not only concerned about the process but also about the result. 
Ithaca HOURS are faintly instrumental. HOURS uses the most obvious organizational 
method, exchange of bills. In contrast to Bitcoin, HOURS is not mainly about the process 
of exchange but about the result instead. The community and through that social and 
environmental aspects are targeted. Naturally, HOURS show particularistic social 
relations. For the Ithaca case we point out, that, as a result of its ideology, it is under the 
traces of instrumental action not a pure maximization, but rather an increase to an 
optimum. Everyone is still individualist gaining benefits but in view of the fact of social 
and environmental aspects one becomes an optimizer on behalf of the collective. For 
further determination of these systems, the table “Systems of Exchange: Actors and 
Action” (Biggart and Delbridge 2004: 37) is included in the appendix. 
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As we have shown in the chapters about alternative currencies in general and Ithaca 
HOURS in special, adherents of those can be described by notions like intellectual, green, 
social active, dedicated or critical. We assume that these are some of the virtues one has 
to show to be able to deconstruct ideologic impositions, to understand them and to rebel 
against them. Ithaca HOURS bills even consist of a hemp and cotton material to express 
the environmental and sustainability idea. We decide that this altogether gives a 
conclusive picture. We find the skill development argument of Ithaca HOURS and other 
alternatives to be especially appealing. Another possibility to ascertain and pursue one’s 
talents (multiplicity and matching) is desirable and yields satisfaction. One big argument 
for local currencies in general is the local money supply. Money tends to leave the area 
and, in most cases, flows to the rich which is certainly enhanced by higher capital 
mobility due to globalization. It can surely avoid high economic impairment.  
Finally, we infer from our theoretical discussion that competition drives innovation and 
hence conclude that this is also the case for a financial market. An alternative currency 
that is strong enough to be approximately equal to and or earnestly challenge the 
conventional one would therefore enforce social development to the better. 
To level criticism against Ithaca HOURS, first and foremost we need to mind that 
HOURS are tied to the US dollar. Are they thus also prone to recessions or can they 
indeed be alternative even though they are based on the US dollar? No dollars are 
principally needed to acquire HOURS (one can earn them or gets some handed over), 
although one can buy HOURS with dollars, HOURS are fairly independent. Our research 
suggests that they can become independent through usage in the community because 
peoples’ commitment is the commodity that backs HOURS. As long as this is strong 
enough, HOURS can be maintained and run at least alongside the dollar. 
We lastly argue that alternative currencies could reduce materialism and consumerism. 
We have to mind that this is an entirely normative assumption but we see undesirable 
implications through people’s quasi-religious focus on “buying and possessing stuff”. 
For a precise overview of our results see table 3.
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Category Bitcoin Ithaca HOURS Conclusion 
Organizational form 
(authority) 
Fully decentralized (no authority) Intermediate (run by a central 
organization, decentral to the respective 
nation state) 
Bitcoin is fully decentralized as it is used 
individually. HOURs are organized 
centrally by the HOURs directory, but this 
frame only applies to its users. Compared 
to a conventional currency, HOURs is 
indeed decentral. Centralization: 
Conventional currencies<Ithaca 
HOURs<<Bitcoin. 
Scope Global, absolutely anonymous Local, rather public Most distinct scopes. 
Form of issuing Digital Paper notes Bitcoin: 
The essence of its selfunderstanding,  
contrasting conventional currency (most 
conventional currency is now digital. 
Physical cash is quickly becoming the 
alternative) 
HOURs: 
Convenient form of use, same as 
conventional currency 
Role of users Uses community of those using Bitcoin as basis for 
verification of transactions and the creation of new 
Bitcoins 
Users seem to primarily play the role of 
increasing the legitimacy of usage by 
increasing use and the amount of places 
where HOURS are accepted 
The initiative of users creates legitimacy. 
As a result, the central authority to 
validate the currency is becoming useless. 
Central authority more important in Ithaca 
HOURs. 
Main intention Allowing for financial transactions without the 
interference of a third party such as a bank, central 
bank, or government. 
Promoting community development Both derived from shortcomings seen as 
associated with a central authority. Bitcoin 
is focused more on providing alternatives 
to current financial monopolies. 
Reasons for use 
or 
∙ Avoiding government or corporate financial ∙ Promote local (economic) Improvement of… 
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by promoters assumed 
benefits 
censorship 
∙ Instability of national currency 
∙ Speculation 
∙ Ideological interest in promoting 
cryptocurrencies 
∙ Transferring money internationally with more 
ease and less transaction costs than that involved 
in international bank transfers 
∙ Social value: the feeling that one is part of a 
greater movement against government and 
corporate influence in our daily lives 
development, start-up business 
∙ Community build-up, social support 
∙ “celebration of the virtues of a self-
reliant local economy”* 
∙ ” resistance to the dehumanizing 
effects of the global economy”* 
∙ Environmental aspects 
∙ Reduction of inequality 
Origin Grew from Open Source Software movement and 
Cypherpunk movement 
Influenced by local currencies which 
popped up during the Great Depression 
Both originate from revolution-like 
attempts 
Determination of value Value defined purely by market forces Value for 1 HOUR defined as 10USD Ideologically incompatible: Bitcoin as 
highly fluctuant and HOURs as entirely 
fixed 
Patterns of usage Both used as a currency and as investment. Some 
estimate that as many as 90% of Bitcoin's users are 
using it as an investment rather than as a currency. 
Only used in transactions between people 
and businesses in Ithaca. 
Bitcoin: 
Does not solve the contradiction of the 
means of investment vs. means of  
exchange dualism. 
Backing/origin of value Value based on processing power needed to solve Value based the commitment of its users In contrast to conventional currencies: 
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cryptographic puzzles in order to complete each 
block and through that create new Bitcoins 
to spread and foster the use HOURS Both bring back in the tie to a manifest 
provider of value; either computers’ 
processing power or people; both is 
therefore no fiat currency 
Authority Developers, network, blockchain, users Ithaca HOURs head organization 
 
Relation to the larger 
community of users of the 
currencies 
Varies according to individual. Can go from 
considering oneself completely independent from 
them to considering oneself as part of a currency 
movement which is going to change the world 
  
Table 4: Comparison of Bitcoin and Ithaca HOURS (*Jacob et al. 2004b: 55) 
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7. Discussion and Conclusion 
One thing we noticed when looking through the literature on Ithaca HOURS is 
that the research on it and other local currencies is primarily focused on the social and 
organizational aspects of the currencies as opposed to pure economic concerns. While 
this may not be conducive to our original intention of doing a purely economic analysis 
of the currencies, it allows us to perhaps compare the two currencies on a socioeconomic 
basis. This allows us to utilize the information we gathered on HOURS as part of a 
discussion on the currency’s greater role in the global political economy.  
As North (2007) shows, people’s commitment to local currencies emerges or rises when 
they benefit from it or there is a discursive shift towards like this is the case in times of 
economic recession and crisis. When economy revives, people no longer need 
alternatives (North 2007: 177). But for what reason is there a decrease in attention to 
HOURS nowadays? The fact that HOURS currently seem to be fallen into obscurity 
contradicts North’s argument. Public interest might got lost. Scientific interest might be 
shifted to other currencies or areas as publications suggest. 
Finally, one must scrutinise what one sees as important effects of alternative movements. 
As we saw, complementary currencies are closely linked to an unconventional, different 
understanding of society, economy, technology and environment and their linkages. So 
we should not judge complementary currencies while isolating them from their context. 
When we look at the whole picture we find emerging networks caring about essential 
issues of future societies. Even when alternative currencies are quite criticisable and the 
economic benefits are not as great as it was to assume after all, one should see and 
appreciate the development of more varied ways of dealing with future issues and 
promoting a sort of unconventional or lateral thinking. 
That concerns both Bitcoin and Ithaca HOURS. On the one hand we need to be able to 
handle web and digital matters such as those about online security and literally learn the 
proper usage because people use computers more than they understand them. Everything 
about life with computers needs to be well discussed and deliberate. Recently, we are first 
not seeing the whole potential and second ignoring its dangers. On the other hand we 
require a rethinking of environmental issues, a varied discourse of societal issues is 
desirable. That is what HOURS can reveal to us. 
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Another simple but evident argument for alternative currencies is that it reduces 
transaction costs. We can assume an ideal community size. The organisation of intern 
matters can be highly fitted to individual needs, administration and general procedures 
require shorter ways and times to be done. This fact is so universal but consistent, it 
inherently proves the value and imperative of a reflection of a possible implementation. 
Digital cryptocurrencies are also reducing transaction costs YOUR PART 
Critique on complementary currencies is either shaped economic or, in the case of the 
digital ones, by security and criminality aspects. The former are concerns that 
misestimate the outcomes of societal meaning. The latter can be refuted by developing 
strategies to prevent misuse. Concerning the use of a Marxist approach to analyze 
currencies we must highlight, that it first is not entirely appropriate as Marxists seem to 
be more concerned about value, commodities and capital than the precise practical and 
therewith intertwined mechanisms and conditions. Second, Marxist might likely see 
alternative currencies as another capitalist instrument.  
We see our major finding in the tremendous role of monetary or contemporary ideology. 
The term “monetary” is obvious, with “contemporary” we denote the recent concern 
about environmental issues, sustainability, fairness and equality. Ideology is the one key 
driving factor. When some might argue, the problem with alternative currencies, at least 
with the local ones, was uncertainty and probably futile effort, why not using it there, 
where there is no reason to be economic risk aversive? An attempt was to run forms of 
alternatives between non-profit organisations or volunteers. Naturally, this is not entirely 
applicable on business and a very specific case, but one could observe how alternatives 
work and direct it while the procedure of use.  
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Appendix 
Table 3: Systems of Exchange: Actors and Action (Biggart and Delbridge 2004: 37) 
 
